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Felipe Gonzilez 

Provoking a debate 
on Spain's future 

interview. Page 32 
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Truce in Somalia 
as UN and Aideed 
await US envoy 

SKS JL l£p ,fi ader. General Mohammed 

Farah Aideed, and United Nations soldiers observed 
an uneasy truce in Mogadishu as they awaited 
the arrival of Robert Oakley. US president Bill 
Clintons special envoy, to negotiate an end to 
the fighting. In Washington, secretary of state 

Warren Christopher said the US was “going to 

try to use the African leader’s assistance to tty 
and devise an African solution to an African 
problem”. But US policy on whether to involve 
Gen Aideed in these ta Tits was unclear. 

Yeltsin takes over reports: Russian president 
Boris Yeltsin placed all councils in the power 

of regicmal administrators to a further effort to 
rid himself of institutions and movements which 
could challenge his presidential rule. Page 14; 

Icy h a ndshake for Yeltsin, Page 3; Can Yeltsin 
he a democrat and a reformer?, Page 4; A navy 
all at sea. Page 12 ; Observer, Page 13; Nato’s 
growing pains. Page 28 

Mexico threatens Nafta treaty; Mexican 
president Carlos Salinas, who is seeking to end 
more than a year of uncertainty about ratification 
of the Nafta free trade agreement with the US 

and Canada, said if it was not secured by the 
beginning of next year it would be lost Page 14 

Bhutto’s party strengthens holds Benazir 
Bhutto's ability to form a government in Pakistan 
was strengthened when her Pakistan People's 
party won a narrow lead in elections in Punjab 
where her rival, Mohammed Nawaz Sharif, has 
2 been chief minister. Page 4 

r Defers sees EC growth after two years: 

The European Community faces two more years 
of low growth, but could have falling unemploy- 
ment and 3 per cent annual growth after 1995, 
Commission president Jacques Defers said. Page 2; 
Editorial Comment, Page 13 

-Italian minister quite: Italian industry minister 
Paolo Savona resigned after a public row over 
how the country's privatisation policy should 
be conducted. 

EC countries differ on drug spending: 

Some European governments spend twice as 
much on medicines per capita than others without 
their citizens living longer, research has shown. 

Page 2 

Airline talks make progress: Negotiations 
which could lead to a mergarof airlines Swissair.. 
Scandinavian Airlines System. KLM Royal Dutch 
Airlines and Austrian Airlines wDl come to a 
bead tomorrow now that the four have agreed 
on how to value their stakes in the partnership. 

Page 14 

Libyans advised against Scots trial: Lawyers 
f. for two men accused of planting the bomb which 
blew up a Pan-Am jet over Lockerbie. Scotland, 
in 19SS advised their clients against standing 
trial in Scotland. UN moves to tighten sanctions 
against Ubya could go to a vote within days. 

Page 4 . . 

US-CanacKan venture into Chilean copper: 

A US-Canadian consortium of Cyprus Minerals 
Company and Lac Minerals is to pay up to $555m 
for a 51 per cent stake in Chile’s El Abra copper 
mine, making the project the country’s biggest 
foreign joint venture. Page 18 

‘ Euro pem Monetary System: The Dutch 
guilder remains the strongest currency in the 
system with the disparity between the Danish 
krone, the grid’s weakest member, growing last 
week to 6^4 per cent from 6.11 per cent. However, 
the focus this week is expected to be on the 
. D-Mark as Germany's constitutional court rules 
Of on Maas tricht. Currencies. Page 25 
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generic drugs market withaSSMm — 
per cent of Copley group of the US. Page 15 

Sd some draw* 

of funds by people wanting to hide their m y 

from tax collectors. Page 4 

tax relief, according to a Home Office^ponsorea 
report to be published tomorrow. 
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Russia puts price on ultimate MiG flight of fancy 


By Richard Tomkins In New York 

HAS THE child within you always 
hankered after being a fighter pilot? 
Now's your chance. In cue of the most 
bizarre instances yet of Russia’s appe- 
tite for foreign currency, tourists are to 
be allowed to fly supersonic sorties over 
Moscow in Russian warplanes - at a 
price. 

While strafing the Russian capital 
will not normally form part of the deal, 
anyone with at least $5,895 to spare can 
choose from a range of packages that 
will put them at the controls of jet 


fighters including the MiG 29 over Rus- 
sia at speeds of up to 2% times the 
speed of sound. 

The more expensive packages, such as 
the $13,845 Military Adventure Pro- 
gramme, include add-ons such as the 
opportunity to operate and fire a Kal- 
ashnikov assault rifle, a rocket-pro- 
pelled grenade launcher and a T80 tur- 
bine-powered tank on a St Petersburg 
firing range. 

At the top of the range is the $45,000 
Ultimate Flight Programme, in which 
the tourist and his/her partner or 
spouse are trained in aerial combat 


The programme ends with a dogfight 
between the two, the winner receiving a 
silver-plated “Top Gun” helmet 
signed by all the MiG test 

pilots at Moscow’s Zhukovsky military 
air base. 

The packages are being offered to 
western tourists through a newly 
formed company called MIGS Etc, based 
in Sarasota, Florida. Its founder is 30- 
year-old Hr Kent Ertugrnl, a flying 
enthusiast until recently in the com- 
puter software business. 

The first national newspaper adver- 
tisements for the trips began to appear 


last week. Since then. MiGS Etc says, its 
telephones have not stopped ringing. 

Mr Ertugrnl said he had the idea dur- 
ing a visit to Moscow when he found 
that the Russians had been selling mili- 
tary flights to the public on a small 
scale for a year or more. 

He took a flight in a MiG 29, consid- 
ered the experience “indescribable”, 
and immediately started negotiations to 
sell the flights abroad. 

Mr Ertugrnl believes there is a large 
market for the tours in the US. Europe 
and Japan among people who fantasise 
about what tt would be like to fly a jet 


fighter. Mr Ertugrul emphasises that 
tourists will be accompanied by top 
Russian test pilots and will fly well 
within the performance capability of 
the aircraft. 

Even so, the MIGS Etc brochure says 
participants will be required to sign a 
form releasing MIGS Etc from any lia- 
bility for death or injury. As for flight 
safety: “Although we doubt you will 
ever need it, you will be given detailed 
instructions on using the ejection seat” 

Russia's regional councils demoted. 

Page 14 


EC ministers 
veto early 
return to 

old ERM 

Wider fluctuation bands to stay 
in place for foreseeable future 


By Lionel Barber in Genval, 
Belgium 

THERE WILL be no early return 
to the old European exchange 
rate mechanism, European Com- 
munity* finance ministers agreed 
after two days of talks this week- 
end. 

The talks among EC ministers, 
central bank governors and top 
Treasury officials . ended with a., 
consensus that ihe wider fluctua- 
tion bands in the European 
exchange rate mechanism will 
remain in place for the 

EC in a rosy light Page 2 

Editorial Comment — Page 13 
Lex Page 14 

foreseeable future. 

The agreement that the old 
ERM will remain unworkable for 
a time was the main conclusion 
of a twoday assessment of the 
consequences of the August 2 
European currency crisis. 

That led to the de facto suspen- 
sion or the ERM through the 
introduction of 15 per cent cur- 
rency fluctuation bands. 

Mr Jacques Defers, president of 
the Commission, warned minis- 
ters meeting in Genval, near 
Brussels, that the European econ- 
omy faced low growth and high 
unemployment until 1996. 
Although Europe remained capa- 
ble of a strong rebound, a recov- 
ery depended on a fall in EC 
interest rates, lower employment 
costs and a stronger dollar. 


The sober outlook for the EC 
economies emerged along with 
signs that the European Commis- 
sion has abandoned hopes that a 
“hard core” of currencies built 
around the D-Mark might be 
ready for economic and monetary 
union by 1997. 

The ministers, central bank 
governors and senior Treasury 
officials rallied behind the goal of 
greater economic “convergence” 
on inflation, budget deficits and 
interest rates as the precondition 
for a single European currency. 

But the UK, France and Ger- 
many resisted efforts by the Com- 
mission to set specific perfor- 
mance targets to measure the 
success of their efforts to bring 
their economies back into line. 

The “Big Three” told Mr Hen- 
ning Chrfstophersen, EC econom- 
ics commissioner, that they could 
only support general guidelines 
on convergence at the EC sum- 
mit in Brussels in December. 

Their resistance set back hopes 
in Brussels that the Commission 
might be able to use the impend- 
ing ratification of the Maastricht 
treaty to draw member states 
into a more formal cooperation 
on macroeconomic policy. 

Ministers appeared anxious to 
avoid the recrimination which 
has bedevilled relations the past 
12 months, and steered clear of 
earlier suggestions that capital 
controls should be considered to 
strengthen the ERM against cur- 
rency speculators. 

Mr Philippe Maystadt, Belgian 

Continued on Page 14 



Greek opposition leader Andreas Papandreou, whose Panhellenic Socialist Movement took an early lead in yesterday's national elections Pnuer 

Socialists take lead in Greek election 


By Korin Hope in Athens 

GREECE’S opposition socialists 
led by Mr Andreas Papandreou 
appeared to be headed last night 
for a comfortable victory in the 
country's generai election. 

The result seemed a remark- 
able comeback for Mr Papan- 
dreou, 74, who lost power in 1989 
dogged by controversy and poor 
health. 

With 19.8 per cent of votes 
counted, bis Panhellenic Socialist 
Movement (Pasokj bad 46.0 per 
cent compared with 41.2 per cent 
for the conservative New Democ- 
racy party of prime minister Con- 
stantine Mitsotakis. 

Political Spring, a conservative 
splinter group founded three 
months ago by Mr Antonis Sama- 
ras, a former foreign minister, 
was in third place with 4.7 per 
cent 

Independent analysts predicted 
that Pasok would finish with 
around 4&5 per cent of the vote. 
This would give the socialists a 
clear majority in the 300-member 
parliament under an electoral 


law that awards extra seats to 
the front-running party. 

New Democracy appeared to 
have lost most support to Politi- 
cal Spring, which brought the 
government down last month by 
persuading two conservative dep- 
uties to defect. 

New Democracy had been 
plagued for months by internal 
divisions, with senior cabinet 
ministers who were reluctant to 
abandon Greece's patronage sys- 
tem putting up fierce opposition 
to Mr Mitsotalds's plans to pri- 
vatise public utilities and other 
state enterprises. 

Mr Miltiades Evert, a senior 
New Democracy member, said 


last night the socialists were in a 
strong position. “It seems our 
policy of liberalising the economy 
wasn't understood, but even in 
opposition we intend to play a 
constructive role,” he said. 

Mr Akis Tsochatzopoulos. 
Pasok secretary-general, said: “A 
clear victory for Pasok is guaran- 
teed. We’re looking at a new 
political stability." 

Mr Papandreou’s comeback fol- 
lows his acquittal last year of 
charges of corruption during the 
socialists’ previous term in office. 

His last days as prime minister 
in 1989 were dogged not only by 
ill-health bat also by embarrass- 
ing controversy surrounding his 


marriage. He has since married a 
former Olympic Airways stew- 
ardess. Ms Dimitra Liani. 

Voters appeared to have 
brushed aside concern that Mr 
Papandreou, who made few cam- 
paign appearances, may not be 
strong enough to run the coun- 
try. 

The socialists appeared to have 
gained support from the small 
Left Alliance party, which was 
struggling to reach the 3 per cent 
level needed to ensure it is repre- 
sented in parliament. But the 
Communist party, backed by Sta- 
linists and trade unionists 
appeared certain of winning over 
4 per cent of the vote. 


Italian banks agree on plan 
for restructuring of Ferruzzi 


By Robert Graham in Roma 

ITALIAN BANKS have agreed in 
principle to a freeze on interest 
payments to enable the adminis- 
trators of the Ferruzzi-Mcratedi- 
son industrial group to carry out 
a radical restructuring plan. 

If the agreement is now 
endorsed by the banks' boards 
and by the foreign banks 
involved, it vriT mean they will 
forgo interest payments of some 
Ll^OCbn ($944m) this year. 

The foreign banks are due to 
discuss the restructuring plan 
today in Milan, Until now they 
have taken a tough stance, oppos- 
ing a debt moratorium. Italian 
financial institutions account for 
over 75 per cent of outstanding 
bank debt; the remainder, total- 
ling LS^OObn, is owed to some 
100 foreign banks. 

In return for an agreement the 
administrators will restructure 
the group’s outstanding 
L28,000bn worth of debts, sell off 
L5,500bn of non-core business 


and recapitalise both Ferruzzi 
Finanziaria (Ferfin) and its 
quoted industrial subsidiary, 
Montedison. 

The reward for the banks is the 
prospect of eventually recovering 
their money through the recapi- 
talisation and subsequent proj- 
ected profitability of the operat- 
ing companies, essentially in the 
Montedison portfolio. 

Without an agreement, Italy's 
second-largest private group 
risks bankruptcy proceedings. 
The situation has to be clarified 
by Thursday, when Ferfin and 
Montedison are due to approve 
their half-year balance sheets. 

A decision on the accounts was 
postponed on September 30 
because no agreement had been 
reached on a debt moratorium. 
Excluding the debt service pay- 
ments will dramatically change 
the profit and loss account 

It Is still not dear whether the 
debt moratorium will be back- 
dated to January. This is likely to 
be a big sticking point with the 
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foreign banks, if they are willing 
to accept the principle of a mora- 
torium at alL 

The Bank of Italy discreetly 
intervened on Friday, using its 
good offices and powers of moral 
persuasion to demonstrate that 
the restructuring plan, drawn up 
by Mediobanca, had its full back- 
ing. 

The Bank of Italy’s public 
endorsement makes it more diffi- 
cult for the foreign banks not to 
fall into line. However, the mood 
of the foreign banks is unlikely 
to have been softened by appar- 
ently well documented reports 
that both Mediobanca and Banca 
Commerciale Italians, one of the 
main creditors, knew of the Fer- 
ruzzi group’s financial plight 
almost three months before it 
became public knowledge. 

Mediobanca's plan envisages a 
five-year timescale, during which 
net financial debt of Montedison 
will be cut from L14,400bn to 
L4^00bn and that of Ferfin from 
L5,000bn to Ll,900bn. 
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Congratulations to 



on its flotation. 

The Management Buy-out 
of RPC in 1991 was arranged, 
negotiated and underwritten 
by C3N\fen 


Congratulations to 

GBE International PLC 
on its 

reverse takeover of 
Downiebrae Holdings PLC 


GBE International PLC was the subject 
oi a £20 million MBO in 1986 
Jed by 
CIN\fen 
& 

Montagu Private Equity 


Congratulations to 



FIELD GROUP 

HC 


on its flotation. 

The Management Buy-out 
of Held in 1991 was arranged, 
negotiated and underwritten 
by ClN\fen. 


Congratulations to 
the management of 

on the sale of the 
company to 

Rrintpack Inc. 

The Management Buyout was 
arranged in 1990 
by 

QNVfen and Invesco Ventures 


Having the capital to back a big idea is only half the secret. 
Having the vision to spot one is the other half. 
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Growth, jobs and balanced budgets beckon 

Delors paints EC’s 
future in rosy hues 



NEWS: INTERNATIONAL 


By Lionel Barber m Genual, 
Belgium 

THE European Community 
faces two more years of low 
growth. But assuming interest 
rates and employment costs 
fail, it can look forward to bal- 
anced budgets, falling unem- 
ployment and 3 per cent 
annual growth in the second 
half of the decade, according to 
Mr Jacques Delors, Commis- 
sion president. 

In an after-dinner presenta- 
tion to EC finance ministers on 
Friday night, he offered a 
seductive vision of Europe's 
prospects by the year 2000. 

He was careful to point out 
that his economic model was 
not a forecast. It was more a 
tool for focusing minds on 
what had to be done for the EC 
to return to the path of eco- 
nomic virtue. As such it pro- 
vided clues to his forthcoming 
“White Paper" on competitive- 
ness. 

Mr Delors insisted that 
“Europe is not a mature econ- 
omy". 

The EC needed to recapture 
the spirit of the 1960s, when 
the prospect of the single Euro- 
pean market generated jobs 
and growth. 


In order to keep pace with 
the US and Japan, ministers 
needed to focus on three areas: 

• Competitiveness. Lower 
interest rates and a higher dol- 
lar would strengthen Europe's 
position, he said, but ministers 
also needed to tackle the costs 
of hiring labour. 

If employment costs were 
judged to be too high, member 
states needed to decide 
whether to reduce spending in 
other areas such as health. 
Alternatively, they could 
finan ce high social COStS 
through other measures such 
as the carbon energy tax. 

• Labour markets. While 
avoiding specifics. Mr Delors 
suggested enough flexibility to 
draw guarded applause from 
Mr Kenneth Clarke, UK chan- 
cellor of the exchequer. 

• Strengthening the relation- 
ship between growth and jobs. 
Mr Delors remains wedded to 
big capital spending projects, 
particularly in the area of tele- 
communications or US-style 
“information highways"; but 
he also believes that Europe 
could create more jobs by mar- 
ginally lowering its rate of 
increase in productivity in ser- 
vice industries. 

If EC member states can 


rnalrp progress in these areas, 
the prospects for growth and 
employment will improve dra- 
matically, according to Mr 
Delors. Other factors would be 
a more favourable outlook for 
world trade, including an 
agreement in the Gatt Uruguay 
Round; an increase in invest- 
ment from 19 per cent of EC 
gross domestic product to 24 
per cent; and higher global 
savings rates. 

On this basis, Mr Delors 
suggested that unemployment 
could fall from 11 per cent to 7 
per cent, and that budget defi- 
cits in the EC could M by 5 
per cent in 1996 to zero by the 
year 2000. 

This must look like a stair- 
way to heaven for Europe's 
economies as they straggle to 
escape recession; and Mr 
Delors, who retains an almost 
religious faith in Europe's 
capacity to recover its eco- 
nomic and political strength, 
no doubt intended it as such. 
Yet the implicit message is 
that the EC is condemned to 
two more tough years. This 
makes it highly unlikely the 
Community will be ready to 
form an economic and mone- 
tary union by 1997. 

Editorial comment, Page 13 


Craxi to help in probe 


By Robert Graham in Rome 

MR Bettino Craxi, the former Italian Socialist 
leader, has suddenly changed tactics in defend- 
ing himself against a string of corruption 
charges. He now appears willing to collaborate 
with the magistrates. 

On his own initiative he arranged a meeting 
in Rome on Saturday with Mr Antonio Di Pietro, 
the Milan magistrate whom he has constantly 
castigated since the corruption scandals first 
broke in early 1992. 

The meeting marks a turning ‘point in the 
long investigations into political corruption and 
illicit party financing. Until now. no senior poli- 
tician in any of the previous administrations 
has sought to co-operate with the inquiries. 
Instead, they have hidden behind the protection 
of parliamentary immunity until forced by pub- 
lic opinion to waive it. 

Mr Craxi has never ceased to protest his inno- 


cence and in March fought hard to avoid losing 
his immunity. 

He waived it, only to face the two more minor 
charges linked to illicit party financing, while 
his parliamentary colleagues refused to let him 
face the more serious charges of extortion and 
receiving illicitly obtained money. 

Milan magistrates are appealing against the 
constitutionality of parliament's right to pre- 
vent him facing these charges, which related to 
the alleged raising of nearly L40bn ($25m). 
Meanwhile, Mr Craxi Italy’s prime minister 
from 1983 to 1987, has been advised that he is 
under investigation for numerous other corrup- 
tion offences. However, the magistrates cannot 
question him unless he consents. 

As one of the most powerful figures in Italy 
from I960 until his enforced resignation from 
the Socialist party this February, the former 
premier may be in a position to tell a lot of 
secrets. 


Greens affirm pacifism 


By Quentin Peel in Bonn 

GERMANY’S Green party, the sole established 
political party still increasing its support in the 
polls, voted at the weekend to disarm and even- 
tually abolish the Bundeswehr, the German 
armed forces. A special conference in Bonn also 
rejected by a large majority any move to send 
German troops abroad as part of military 
peace-keeping or peace-making operations. 

Thus the Greens, who may well be a candi- 
date for membership of the next government if 
they continue to pick up votes from the main 
parties, remain solidly committed to their paci- 
fist traditions. By going so far as to call for 
abolition of the Bundeswehr. the party is likely 
to scare off middle-of-the-road members of the 
Social Democrats (SPD) doubtful about the wis- 
dom of a coalition with the Greens. 


The SPD is currently negotiating a “red- 
green" coalition for the city parliament in 
Hamburg, where the party lost its overall 
majority last month. The Greens almost dou- 
bled their vote to more than 13 per cent The 
city’s SPD leadership Is deeply divided on the 
issue, and voted by a bare 13-11 majority on 
Friday to pursue negotiations. Mayor Henning 
Voscherau argues that Green policies on eco- 
nomic development, housing, law and order 
and the environment may prevent the SPD pur- 
suing effective policies on the key issues likely 
to decide next year’s national elections. 

Confirmation of the Greens' pacifism is likely 
to reinforce similar doubts in the national SPD 
leadership. However, a continuing strong per- 
formance by the party might make a red-green 
coalition for the next Bonn government a genu- 
ine option, with a clear left-wing bias. 
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Retreat on competition policy 


By Robert Rice 
In New Orleans 

THE EUROPEAN Commission 
is to retreat from its recent pol- 
icy decision to involve the 
legal processes of individual 
member states more in the 
enforcement of competition 
policy within the Community. 

A Commission notice issued 
at the end of last year outlined 
Brussels' intention to leave 
straightforward competition 
cases to be dealt with at a 
national level, allowing the 
Commission and the European 
Court to concentrate on more 
complex issues. 

But Mr Karel Van Miert, 
competition commissioner, is 
believed to feel that increasing 
reliance on national competi- 
tion authorities and courts to 
enforce EC policy is impracti- 


cal at this stage. 

In spite of recent moves 
among member states to adopt 
competition rules based more 
closely on Articles 85 and 86 of 
the Rome treaty, few national 
authorities and courts have 
any experience of the issues 
involved in EC competition 
cases. 

The change of tack on the 
division of power between 
Brussels and the member 
states is expected to be sig- 
nalled by Mr Van Miert at the 
International Bar Association 
business law conference in 
New Orleans today. 

He is thought to have been 
persuaded M the need for a 
rethink in particular by a Brit- 
ish decision in April not to 
adopt a regime for tackling 
abuse of a dominant position 
based on Article 86. 


Until there is a greater 
degree of harmonisation 
among the competition rules of 
the member states and until 
national courts have gained 
experience in enforcing them, 
Brussels is thought to believe 
greater emphasis on subsid- 
iarity in this area is inappro- 
priate. 

The commissioner is also 
expected to tell more than 2J500 
lawyers attending the confer- 
ence from around the world of 
the need for greater flexibility 
in enforcing competition policy 
in a recessionary climate. 

Mr Van Miert will reaffirm 
the Commission's intention to 
be tough on cartels, collusive 
behaviour and abuse of a domi- 
nant position, but underline 
the need to ensure that EC 
companies are not prevented 
by strict enforcement of com- 


petition rules from competing 
in global markets. 

Speaking in Washington last 
week, he called for the interna- 
tional trade rules in the Gen- 
era] Agreement on Tariff and 
Trade to be extended to cover 
restrictive business practices. 
He is expected to tell his New 
Orleans audience how he sees 
Gatt's role in clearing away 
private barriers to trade. 

Elsewhere at the conference 
delegates will address mount- 
ing concern about increased 
opportunities for fraud arising 
from the paperless society, 
such as computer backing and 
phantom withdrawals from 
hole-in-the-wall automatic 
cash-dispensing m ac h ines. 

The conference will also 
tackle a number of moral and 
human rights issues. 



Residents of Locarno, Switzerland, cross the town square by boat after heavy rainfall cansed floods in many of the country’s 
southern regions. 
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EC looks to deal on German steel 


A BONN g overnment plan to 
rescue loss-making eastern 
German steelmaker Eko Stahl 
was unacceptable but a Euro- 
pean Community ministerial 
meeting next month might 
thrash out a compromise, the 
European Commission said 
yesterday, Renter reports from 
Bonn. 

“The Commission cannot 


accept the current plan to 
build new capacity with more 
than half the money c oming 
from public finances," the 
Bonn missio n of the EC’s exec- 
utive body said in a statement 
It added that the Communi- 
ty’s industry commissioner, Mr 
Martin Ban gem arm, thought 
the aid for Eko, if approved by 
the meeting of industry and 


economics ministers on 
November 18, would jeopardise 
EC steel policy. 

The Commission wants to 
broker a deal among EC steel- 
makers that would encourage 
them to slash their combined 
annual capacity by 30m tonnes 
in a sector dogged by slumping 
demand and cheap eastern 
European imports, ft only per- 


mits government restructuring 
aid to steelmakers if the help is 
tied to plant closures or other 
capacity cuts. The Eko plan 
would involve DMlbn of aid to 
modernise cold rolling facili- 
ties at Eko's EisenhQttenstadt 
plant near the Polish border 
and build a new but relatively 
small mill with annual capac- 
ity of 900,000 tonnes. 


German 
engineers 
in plea for 
Bonn aid 


By Christopher Parkes 
to Frankfort 

GERMAN heavy engineering 
manufacturers need govern- 
ment funds to help them 
recover from the “deepest, 
most difficult and longest 
recession" since the war, 
according to Mr Jan Klemewe- 
fers. president of the VDMA a* 
industry association. ^ 

Together with the federation 
of German industry, BDL the 
association was considering a 
joint formal request for 
“investment premiums" to 
encourage domestic customers 
to invest in new plant and 
machinery, be said at the 
weekend. 

Complaining of "deafness" 
among politicians, Mr Klei- 
newefers said be was asking 
not for subsidies but for a lim- 
ited injection of aid and the 
deferral of certain tax pay- 
ments to stimulate capital % 
spending. 

The cost of any investment ' 
relief measures would be can- 
celled out by an eventual 
increase in tax revenues, he 
claimed. 

His appeal, coinciding with 
a rigid clamp on government 
spending, has little hope of 
success. However, it seemed to 
be intended as a further signal 
to trade unions currently 
preparing their 1994 pay 
claims. 

Engineering employers 
recently cancelled current pay 
and conditions agreements in 
a largely symbolic move 
designed to underline the serin; 
ousness of the situation. “ 

Mr Kleinewefers told ^ 
Munich journalists he expee~j$ta(f 
ted “real relief" from the com- 
ing pay talks. 

Personnel costs accounted 
for a third of all costs, he said, 
and could not be excluded 
from measures needed to aid 
recovery. 

Average net return on sales 
in the industry was less than I 
per cent this year, the lowest 
for 40 years. 

Only 75 per cent of capacity 
was in use, the lowest propor- 
tion since 1967. 

Employers in the west of the 
counfry had cut 200,000 jobs 
since 1991, while output had 
fallen 15 per cent. Domestic 
orders had fallen 17 per cent 
in the first eight months of 
this year and foreign demand 
was down 4 per cent 
“There are still no clear ' 
signs of recovery. The turmngg|i 
point in the recession is still tiT 
come." 


Seeking better health for less money 


Some countries spend twice as much on medicine 
as others, to no effect, reports Paul Abrahams 


THE USELESS DRUG LEAGUE 
AaeffecBro B=second-iine Causeless* 


T HANKS TO vast dis- 
crepancies in the 
amount spent on phar- 
maceuticals, some European 
governments are spending 
twice as much on medicines 
per capita than others without 
achieving improvements in 
their relative life expectancies. 

Prescription medicine sales 
through pharmacies during the 
first six months of this year 
were only $46 a head in 
Britain. That compared with 
$108 in France and $78 in Ger- 
many, Italy and Belgium; 
according to figures compiled 
by IMS International, the mar- 
ket research group, and the 
Financial Times. 

The discrepancies in per cap- 
ita spending were not causal 
by differing prices for patented 
drugs. Prices for dings in 
France are among the lowest 
in Europe, while those in the 
UK are among the highest Nor 
are they caused by significant 
differences in the incidence of 
diseases or the age structure of 
the populations. 

Rather, the main differences 


in spending between European 
countries are caused by varia- 
tions in the volume and type of 
drugs prescribed. 

These variations in prescrib- 
ing are huge. French doctors 
prescribe five times as many 
items as British doctors and 
six times as many as their 
Danish counterparts, according 
to a recent study by the Associ- 
ation of the British Pharma- 
ceutical Industry. 

Similarly, the differences 
between EC nations' drug 
spending for therapeutic areas 
are striking. France spent $27 a 
head on cardiovascular drugs 
during the first six months this 
year, compared with $19 in 
Germany, $17 in Italy and $8 in 
the UK, even though the UK 
has one of the highest rates of 
heart disease in the world. 

For asthma, France spent $13 
per head, compared with $10 in 
Belgium, $9 in Italy, $8 in 
Spain, $5 in Germany and $3 in 
the UK. 

Moreover, many of the drugs 
prescribed in high-volume mar- 
kets such as France and Italy 


are of little proven efficacy. A 
recent Italian survey estimated 
10 of the top 50 products sold 
in that country offered no ther- 
apeutic benefit. The study 
rated a similar number of 
France's top 50 as useless, com- 
pared with six in Germany and 
none in the UK. All but four of 
the top 50 products in the UK 
were internationally recog- 
nised as effective. 

Many of these useless medi- 
cines are produced only on a 
national basis and offer at best 
symptomatic relief. Take the 
market for asthma, for exam- 
ple. France spends four times 
as much on respiratory drugs 
as the UK, according to IMS. 
But one leading as thma treat- 
ment group reckons the 
unproven palliative treatments 
and cough remedies commonly 
prescribed in France for 
asthma should be excluded 
from data. Once this is done, 
the UK market is actually 
larger than the Fr ench, worth 
£34 1m compared with £l3lm. 

The UK's National Health 
Service drugs bill is kept down 


Top 25 products 
by value of sales 
A B 


Top 50 products 
by value of sates 
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The cost of buying medicines: Europe's big spenders... 


Pharmacy purchases per 
capita (January-June 1893) 
in dollars 

Total 
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through government measures 
such as doctors' indicative bud- 
gets, prescribing lower doses of 
products such as antibiotics, 
and widespread use of cheap, 
off-patent generic medicines. 

Z eneca, the UK pharma- 
ceuticals group, esti- 
mates that 72 per cent of 
British prescriptions for its for- 
mer top-selling product, the 
heart-drug Tenormin, are given 
to patients as cheap generic 
versions. That compares with 
L6 per cent in France and 
almost none in Italy. 

Admittedly, comparisons 
between the UK and continen- 
tal countries may not be 
entirely fair. The UK may well 
be underspending on medi- 
cines. The UK’s drugs bill is 
also kept low by extremely 
poor take-up of expensive, 
innovative medicines which 
could be of benefit to patients. 
This Is partly because of Brit- 
ish doctors' conservative pres- 
cribing habits. 

Glaxo, the world market- 
leader in anti-ulcer treatments, 
es tima tes recent treatments 
known as proton-pump inhibi- 
tors make up only 25 per cent 
of the UK anti-ulcer market, 
compared with 50 per cent of 
the French market 
Similarly, the low spending 
by the UK on cardiovascular 
medicines is partly because of 
the poor uptake of cholesterol- 
lowering drugs. 

A recent survey by Merck of 
the US showed that only 17 per 
cent of UK patients visiting 
doctors had had a cholesterol 
test and of these only l per 
cent were given cholesterol-re- 
during drugs. That compared 
with 65 per cent of French 
patients, of whom 17 per cent 
were treated with medicines. 

For all the discrepancies 


among prescribing in EC coun- 
tries. there appears to be little 
correlation between drug con- 
sumption and life expectancy. 
This is broadly true for all 
medical expenditure, although 
there may be different class 
distributions concealed by the 
average figures. 

Life expectancy at birth for 
males in France, the country 
with the highest per capita 
spending on medicines, is 73 
years, compared with 735 
years in Italy, 73.2 in the UKi 
the nation with the lowest 
spending, and 72.6 in Germany. 

Meanwhile, Ge rman y and 
Italy have introduced mea- 
sures this year to limit spend- 
ing on drugs through eliminat- 
ing non-effective medicines. 
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Computer 
games used 
for adverts 

Children's computer games are 
file latest advertising medium 
,. for snack food manufacturers 
wanting to promote their 
, brand names to the young. 

: . Sweets, biscuits and crisps, 
ana their logos and characters 
are appearing as integral parts 
,. of computer games. Advertis- 
ers are paying between £13.000 
'and £30,000 for inclusion in 

- the games. 

. The Consumers’ Association 
is calling for the British Code 
of Advertising Practice to be 
extended to cover new media 
developments. The company 

- fixing most of the deals in the 
UK between the manufactur- 
ers and software publishers is 
Microtime Media. 
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Mayhew urges 
talks suspension 

Making progress in the talks 
about the future of Northern 
Ireland would be easier if the 
Hume- Adams initiative 
remain e d suspended, Sir Pat- 
rick Mayhew, the Northern 
Ireland secretary, said. 

A dialogue between Mr John 
Hume, the leader of the mainl y 
Roman Catholic Social Demo- 
cratic and Labour party, and 
Mr Gerry Adams, the leader of 
.Sinn Fein, the political wing of 
(fee IRA, was launched last 
month. The initiative has 
already led the hard-line Demo- 
*Fcratic Unionist party to rule 
out further participation in the 
. roundtable talks process. 


Charities face 
tax relief blow 

Voluntary sector leaders are 
braced for the appearance 
tomorrow of a Home Office 
published report recommend- 
ing abolition of charities and 
their automatic tax relief. 

Charity, the report is expec- 
ted to cooclnde, is a medieval 
concept that has become mean- 
ingless now that many volun- 
tary organisations provide 
welfare services under con- 
tract to public authorities. 

It will argue that charities 
choose between becom- 
pnblicly funded service 
slivery agencies, or free- 
standing campaigning organi- 
sations. 


Speed urged 
over N-dumping 

The government’s nuclear 
safety watchdog has urged 
ministers to clear obstacles in 
the way of creating the UK’s 
first safe underground disposal 
site for nuclear waste. 

Delays in creating the dis- 
posal ate at Sell afield in Cum- 
bria mean that nuclear waste 
;i£being stored in “unsatisfac- 
Hry" and "deteriorating” con- 
ditions at power stations and 
other nuclear installations, 
according to the Advisory 
Committee on the Safety of 
Nuclear Installations. 

Professor John Horlock, the 
committee's outgoing chair- 
man, Has asked Mr Tim Eggar, 
the energy minister, to throw 
his weight behind efforts to 
establish the nuclear waste 
store before 2010, according to 
a letter leaked to Greenpeace. 


Budget taxes would ‘threaten’ fragile recovery 


5* Peter Norman, 
economics Ecfitor 


recovery in 


economic 

Britain is fragile and the gt^ 

emme.nl should act with cau- 
tion if raising taxes in its 
November 30 Budget accord- 

jug to two reports published 
today. 

In its quarterly business sur- 
vey. Dun & Bradstreet, the 
business information company 
found that confidence about 


sales prospects increased 
among UK managing directors 
for the fourth consecutive 
quarter. 

But this was offset by the 
survey's finding of falls in 
profit and export expectations 
over the past six months. 

In their latest UK economic 
forecast, the independent econ- 
omists of the Ernst & Young 
Item Club expect economic 
growth to accelerate to 2.6 per 
cent in 1994 from 1.7 per cent 


this year but said "significant 
risks” surround the outlook. 

The Item Club economists 
said further sharp tax 
increases of £10bn spread over 
several budgets would risk 
higher inflation and lower 
growth in the middle of the 
1990s. 

The Dun & Bradstreet poll of 
1,745 managing directors 
between September 9 and 21 
found that 37.2 per cent 
favoured lower spending on 


public services to correct the 
Budget deficit against 25.7 per 
cent advocating higher indirect 
taxation and 242 per cent in 
favour of higher direct taxes. 

Mr Philip Mellor, Dun & 
Bradstreet's marketing man- 
ager, said the survey suggested 
that Britain’s economic recov- 
ery may "be beginning to run 
out of steam” in spite of “the 
prospect of a last quarter 
spending spree” this year. 

The Item Club economists. 


who use the Treasury eco- 
nomic model to make their 
forecasts, say growth is likely 
to settle back to 2.4 per cent by 
1995 and 22 per cent by 1996. 
The recovery will, however, 
generate new jobs from next 
year and will push unemploy’ 
ment below 2.75m by mid-year. 

THE patchiness of economic 
recovery was underlined in fig- 
ures from the Confederation of 
British Industry, toe employ- 
ers’ organisation, which 


showed that business activity 
in the financial services sector 
fell slightly in the third quar- 
ter of the year. 

A 21 per cent drop in busi- 
ness conducted by banks with 
industrial and commercial 
companies was the main cause 
of the fall in overall activity, 
which occurred despite strong 
rises for venture capitalists, 
securities traders and others. 

Despite the 3 per cent fall in 
activity, optimism about trad- 


ing prospects strengthened for 
the fourth quarter in a row, 
with 41 per cent of the 294 com- 
panies respo nding to the sur- 
vey saying they were more 
confident than before. 

Mr Andrew Sentance. CBI 
director of economic affairs, 
said that recovery in the sector 
was still “uneven and patchy”. 
A fall in volumes for banks 
and life insurers, which make 
up half the sector, accounted 
for the drop in business. 


Thatcher hype 
fails to bring 
memoirs alive 

S 


O MR MAJOR could 
breathe a small sigh of 
relief. After all the 
advance hype the publication 
yesterday of official extracts 
from Lady Thatcher's memoirs 
proved a predictable anticli- 
max. 

True she is not exactly foil of 
praise for her successor. She 
makes little secret of her reser- 
vations about his intellect and 
ideological backbone. 

There is probably more to 
come when the Sunday Times 
newspaper publishes its second 
set of extracts next week. Lady 
Thatcher believes, for example, 
that Mr Major deserted her 
during the first round of the 
1990 leadership campaign 

But to anyone who has heard 
Lady Thatcher speak in private 
of Mr Major, these are dis- 
tinctly modest criticisms. 
Around the lunch or dinner 
table she has accused him of 
being weak and indecisive, of 
abandoning the commitment to 
sound public finance, of spend- 
ing taxpayers' money like a 
socialist. 

The real venom is reserved 
for Lords Howe and Lawson. 
These were the principal archi- 
tects of the Thatcher revolu- 
tion. But it was her disagree- 
ment with them over the 
European exchange rate mech- 
anism and. in the case of Lord 
Howe. Europe more generally, 
that pecipitated the final 
implosion of her cabinet. 

Thus Lord Lawson is at once 
praised for his intellect and 
then accused of “folly” in 
allowing his determination to 
get sterling into the ERM to 
override her determination to 
hold down inflation. Somewhat 
implausibly for those who fol- 
lowed the argument at the 
time he is accused of wanting 
constantly to cut interest rates 
while she was forever asking 
for the burden on homeowners 
to be increased. The FT is cred- 
ited for tipping her off in 
November 1987 about his pol- 
icy of shadowing the D-mark. 
No matter than everyone of 
importance in Whitehall knew 
of the policy months earlier. 

For Lady Thatcher her then 
chancellor’s approach is proof 
that! “The belief that the laws 
of economics and the judg- 
ments of the markets can be 
suspended by clever people Is a 
perpetual temptation to folly." 
The truth, of course, is rather 
more complicated than that. 

Providing a deliciously 
ironic, and presumably uncon- 
scious, assessment of the 
forces behind her downfall 
Lady Thatcher concludes a bit- 
ter attack on Lord Howe with 
the thought that “Above all I 
suspect, he thought he had 
become indispensable, a dan- 
gerous illusion for a politi- 
cian”. . 

The single mistake, accord- 


Philip Stephens 

on Thatcher, 
Thatcherism, 
and the Tories 

mg to Lady Thatcher, was her 
failure to sack her then chan- 
cellor and foreign secretary. 
Britain would have stuck with 
a floating pound and would 
have taken the path towards 
economic prosperity as its li 
European Community partners 
foolishly isolated themselves 
within monetary union. 

Even the poll tax. she seems 
to believe, might have been 
made to work. She would have 
won the election and, just 
about now, would be contem- 
plating a graceful move into 
retirement. In the words of one 
cabinet minister yesterday, 
"such are the delusions of 
once-great political leaders” 

Sadly, Mr Major cannot 
brush aid# so carnally the leg- 
acy of his predecessor. Her 
influence is waning. Even in 
great leaders self-justification 
is too easily self-defeating. 





Support 
for EC 
jobs code 


IN THE LIMELIGHT: Tony Blair. Labour's ‘shadow* home secretary, is tipped for Downing Street by the torn of the century 

Blair seen as prime minister in 2000 


T 


he ideological warfare 
in Blackpool last week 
was a potent reminder 
that the instincts of Thatcher- 
ism live on in a significant sec- 
tion of the Tory party. A stron- 
ger leader than Mr Major with 
a less truculent set of MPs and 
a larger majority at Westmin- 
ster could have made a more 
decisive break with the past 

The synthetic loyalty of 
some members of the cabinet 
would have cost them their 
jobs in a government headed 
by, say, Mr Kenneth Clarke. 
But Mr Major needs time to 
rebuild his authority after toe 
ravages of Maastricht and of 
the economic recession. So he 
is ready to readopt some of toe 
rhetoric of Thatcherism. 

But Lady Thatcher’s assump- 
tion that thA prime minister’s 
em phasis on traditional Tory 
values will signal a return to 
what he has described as a 
“golden age that never was" is 
mistaken, hi Mr Major's mind 
the golden age was represented 
by the 1950s not the 1980s. Mr 
Douglas Hurd, the foreign sec- 
retary, is not intending to con- 
duct Britain’s European policy 
on the basis of the cheap 
insults of some who sit around 
toe cabinet table. 

Thatcherism is not dead. It 
has an able, if youthful, stan- 
dard-bearer in Michael Portillo, 
who combines Lady Thatcher’s 
gut instincts with some of the 
intellect of Lords Howe and 
Lawson. But it will take a gen- 
eral election defeat rather than 
an image of the recent past 
through rose-tinted spectacles 
to reconvert the Tory party to 
toe ideology it rejected in 1990. 


By John Will man. 

Public Policy Ecfitor 

MR Tony Blair, the opposition 
Labour party's modernising 
home affairs spokesman, 
receives encouraging support 
today from an unexpected 
quarter - a panel of top indus- 
trialists. bankers, business 
executives and other opinion- 
formers. 

The panel, half of whom 


come from the business world, 
tip Mr Blair as toe man most 
likely to be prime minister in 
the year 2000. ahead of Mr 
John Major, leading Conserva- 
tive leadership contenders and 
Mr John Smith, the Labour 
leader. 

More surprising, Mr Blair is 
also the panel’s preferred 
choice for No 10 Downing 
Street. He attracts three times 
the support of the prime minis- 


ter, and more than twice the 
support of Mr Ken Clarke, the 
chancellor of the exchequer. 

The endorsement for 
Labour’s foremost moderniser 
emerged from a poll by Opin- 
ion Leader Research asking 
Britain’s most influential opin- 
ion-formers for their views on 
the UK in the year 2000. 

In general, toe panel mem- 
bers are pessimistic about the 
future, expecting the UK’s 


decline in world influence to 
continue. China will gain the 
most in influence, according to 
the panel, followed by Japan, 
the US and Germany. Russia 
and India are also expected to 
become more influential by the 
year 2000. 

The opinion-formers say that 
their main area of concern for 
the UK is both general eco- 
nomic performance and loss of 
international competitiveness. 


By Robert Taylor, 

Labour Correspondent 

THE VAST majority of British 
employers do not believe cur- 
rent European Community pro- 
posals on employee participa- 
tion and involvement will 
make any impact on job oppor- 
tunities in their companies. 

The findings, in a survey 
published today by Industrial 
Relations Services, come on 
the day before EC social minis- 
ters discuss the draft works 
council directive. 

Such findings are likely to 
embarrass the British govern- 
ment which opposes the works 
council directive on the 
grounds that it will add to the 
burdens of business. 

Half of toe employers even 
said they did not believe 
employee participation would 
add to their labour costs nor 
reduce their right to manage. 
A third added that the EC's 
plans would actually 
“improve” employee relations. 

A total of 62 companies were 
involved in the survey includ- 
ing Manders chemical com- 
pany. Hoover. Lucas Aero- 
space. Pirelli Cables. Premier 
Brands UK, Warburtons. the 
Lex Retail group and Gateway 
Foodmarkets. 

The survey also found 
employee involvement initia- 
tives are increasing in compa- 
nies but the lack of senior 
management commitment is 
proving an obstacle to their 
success. In contrast nearly two 
thirds of company respondents 
who recognise trade unions 
said they had been no hin- 
I drance to such schemes. 


Pay ‘not a 
good guide’ 
to earnings 

By Richard Lapper 

FIGURES on directors’ pay 
given in annual reports sub- 
stantially understate their 
remuneration, according to a 
survey of pay and benefits. 

On average the director of a 
British company earns a basic 
wage of £92,000 but receives 
additional benefits in bonuses, 
pension contributions, com- 
pany cars. Insurance and other 
fringe benefits worth £62,428. 

The survey was carried out 
by Bacon & Woodrow, the 
actuaries, and Remuneration 
Economics, a salary and bene- 
fits specialist The survey cov- 
ers the pay of 1,434 directors 
in 222 companies. 

Directors' TRP Survey 1393 by 
Bacon & Woodrow (St Olaf 
House, London Bridge City. 
London SE1 2PE) and Remu- 
neration Economics (Survey 
House, 51 Portland Road, King- 
ston upon Thames, Surrey KT1 
2SHX Price £500 plus VAT, 
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announcement from 

SUMER HOLDiNG A.§. 

. - f rh, realization programme Sumer Holding A Jj. Offers for sale its ganakkale Synthetic Leather 

LutaSd procedure. 

Plant Dy seaicu AMOUNT OF TENDER BOND 

THE PL ANT TO be SOLD 

ganakkale Synthetic Leather Plant. 

employees worto ^^b e entitled to by the labour law and the collective agreement 
are entitled to or s _ unconditional (payable at Bret demand) tender bond for 

4- The offerors are reqi^ea LJras for a period ofat least six months to the below address 

an amount of 5 - 250 .oou.uuu ^ - m compliance with the sale specifications should be submitted to 

oftheGeneialDire^^™^ t p 0 P seiner Holding A^. General Directorate at Qankin Caddesi No: 2 

# the Correspondance 3 pJl ^ on November 23, 1 993 . Delays in post shall not be accepted. 

Ulus/ANKARA, not ^ restrictions specified in the State Tender Law No. 2886 dated 8 th 

5- Sumer Holding the right to decide whether or not to sell the plant and to extend thedeadline of 

• necessary. 

SUMER 
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Too much information can be as confusing as 
too little. And it is exactly in these situations where 
MeesPierson’s powers of interpretation can help re- 
dress the balance. 

A long experience in merchant banking has 
convinced us thar information is only folly complete 
when it is completely relevant to you. Which is one of 
the reasons we first want to understand you and your 
business. So that when we interpret information, we 
can do it in a way which is strictly for you.. 

This continuing determination to provide 
personalised advice permeates all aspects of our ser- 
vices to every client. Whether corporate, institutional, 
or private. To this end. we provide expertise in securit- 


ies and derivatives, corporate finance, asset manage- 
ment, private banking and special lines of credit, as 
well as custody, stock [ending and borrowing, clearing 
of options and futures, fund administration, payments 
and transfers. 

You can make use of our powers of inter- 
pretation not only in Holland, but in all the major 
financial centres and offshore jurisdictions throughout 
the world. So when you pick up your next Financial 
Times, remember that we can help make the picture 
complete. 

Mee ^Pierson 


MeesPiereon: Rokin 55, P.O.Box 243. 1000 AE Amsterdam. Tel: +3110)205211188. Fax: +31(0)206258164. 

Antwerp. Aruba, Bahamas, Budapest, Cayman Islands, Curasao, Geneva, Guernsey, Hamburg, Hong Kong. Isle of Man, Jakarta, London, 
Luxembourg, Madrid, New York, Oslo, Philadelphia, Rotterdam, Singapore. St. Maarten. Taipei, The Hague, Tokyo. Zug, Zurich. 
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NatWest chalks 
up academic 
forecaster 


Proof that the world of City- 
economists is peopled not just 
by bright young things in their 
20s comes with the move to 
financial markets of Geoffrey 
Dicks, right, a 46-year-old aca- 
demic doyen of forecasting. 

Dicks, who has worked at 
London Business School for 
the past 17 years, takes over 
today as UK economist at Nat- 
West Markets, the securities 
arm of National Westminster 
Bank. 

“I thought my chances of 
entering the City had gone 
long ago," says Dicks, who is 
currently the LBS's head of 
forecasting. 

He has previously worked as 
an economist at the Depart- 
ment of Employment, and as a 
school teacher. 

Dicks's chance to embark on 
a new career - with a “signifi- 
cantly higher’’ salary - came a 
few weeks ago when NatWest's 
head of strategy, Bob Semple, 
called him out of the blue. 

Semple asked the business 
school guru whether he would 
be Interested in taking over 
from Paul Neiid, another 
golden oldie on the wrong side 
of 40. who had left NatWest 
unexpectedly for personal rea- 
sons. 

The new NatWest incumbent 
scorns suggestions he may be 
too old to adapt to the cut and 
thrust of the City. “I am solidly 
unacademic," he says. "Also 
I'm an early morning person so 


[ won't have any trouble with 
the early starts." 

However, Dicks will probably 
have to reshape his lifestyle 
somewhat. 

At the LBS he has had the 
luxury of working at his home 
near Exeter every Friday, a 
practice he sadly reckons he 



will have to give up. 

At NatWest Dicks will join 
two other greybeards of the 
economics world; Robert 
Thomas is in charge of analys- 
ing bonds and currencies, and 
David Kern is chief economist 
of the UK banking side. 


Gartmore gets 
non- executive 


weight 

Gartmore, the investment fund 
manager wholly owned by 
Banque Indosuez. today 
announces the appointment of 
four non-executive directors. 

Banque Indosuez intends to 
float some 30 per cent of Gart- 
more, which currently man- 
ages £16bn in funds, ranking it 
fourth in the highly competi- 
tive investment management 
Held. The flotation is planned 
for November. 

The four are: Victor Benja- 
min. deputy chairman of 
Tesco; Simon Duffy, group 
finance director at Thom EMI; 
Nigel Rudd, executive chair- 
man of Williams Holdings; and 
Janies Watson, chairman of 
NFC, the transport, travel and 
property group. Rudd will be 
the senior non -executive. They 
join the eight executive direc- 
tors of Gartmore. 

Benjamin, 58. has been dep- 
uty chairman of Tesco since 
1983. A solicitor, he bas been a 
partner hi the law firm Berwin 
Leighton for more than 30 
years, and deputy chairman of 
Lex Service since 1973. 

Duffy, 43, joined Thom EMI 
from Guinness, where he 
was operations director of 


Keswick 


aboard 

United Distillers, in 1992. 

Rudd, 46. has been executive 
chairman of Williams Holdings 
since 1982. He is also chairman 
of Pendragon and deputy chair- 
man of Raine. 

Watson, 58, joined NFC in 
1968 and has been chairman 
since 1991. He is also chairman 
of the Institute of Manage- 
ment 

The board has also estab- 
lished two non-executive com- 
mittees. The audit and compli- 
ance committee will be chaired 
by Duffy; the remuneration 
committee by Benjamin. 

Other non-executive appoint- 
ments: 

■ Jack Gerber, group deputy 
chairman of Macs tee l Interna-. 
tionaJ, as chairman of OLIVER 
ASHWORTH (HOLDINGS); the 
previous chairman and founder 
remains non-executive deputy 
chairman. 

■ Colin Fitch, soon to retire as 
corporate finance director of 
Kleinwort Benson Securities, 
at MERRYDOWN. 

■ Michael Moore, chairman of 
Tomkins, at CLERICAL MEDI- 
CAL and GENERAL LIFE 
ASSURANCE SOCIETY. 


with 


Sun Alliance 


New presidents for 
electrical groups 


Two UK electrical associations, 
EIEMA and GAMBICA, have 
announced the appointment of 
new presidents, each of whom 
will serve for a year. 

EIEMA. the Electrical Instal- 
lation Equipment Manufactur- 
ers' Association, has named 
Stephen Lawson, chairman 
and managing director of Law- 
son Fuses, as its new presi- 
dent. Lawson worked for the 
North Eastern Electricity 
Board before joining Lawson 
Fuses in 1972. 


At Gambica, the Association 
for the Instrumentation, Con- 
trol and Automation Industry 
in the UK, the new president is 
Graham Woodhead, a director 
of Meggitt. 

Woodhead worked for the 
British Thermostat Group, 
BTR and Mmibea before join- 
ing BestobeU in 1972. 

When BestobeU was acquired 
by Meggitt in 1984, Woodhead 
was appointed managing 
director of the controls 
division. 


Henry Keswick, 55, chairman 
of Jardine Matheson Holdings, 
has been appointed deputy 
chairman of SUN ALJJANCE, 
where he has been a director 
since 1975. 

Owner of The Spectator 
weekly magazine between 
1975-81, Keswick has also been 
a director of The Telegraph 
newspaper since 1990. He is a 
trustee of the National Portrait 
Gallery and has been chairman 
of the Hong Kong Association 
since 1988. 

Sun Alliance has recently 
made another managerial 
change: Mike Hall has taken 
the new appointment of actu- 
ary, general Insurance. . 

■ Sir John Lucas-Tooth, a for- 
mer chairman of Japan Ven- 


tures and a director of Rupert 
Loewenstein Investments, has 
been appointed chairman, and 
Leslie Lucas, a director and 
general manager of NW Rein- 
surance Corporation, a mem- 
ber of the board of SEPIA, 
Structural Engineers Profes- 
sional Indemnity Association. 

■ Greegor Logan, formerly 
assistant general manager 
(investments) has been 
appointed investment director 
of MGM ASSURANCE. 

■ John Champness, chairman 
of Lowndes Lambert Marine, is 
appointed to the parent board. 
LOWNDES LAMBNERT 
GROUP. HOLDINGS. 

■ Jonathan TUney, .formerly 
head of' sales, has been 
appointed sales director of 
NCM CREDIT INSURANCE. 
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London regeneration plan 


Southwark Council and the 
London Institute have chosen 
proposals put forward by 
AMEC for a regeneration 


AMEC’s proposals include 
provision of a leisure centre for 
us$ by the community; 
together with a new teaching 
block and student residential 


scheme to be carried out at the 
Elephant and Castle in south 
London. 

The £57m scheme involves 
redevelopment of an area cur- 
rently occupied by the Ele- 


accommodation for the adja- 
cent London Institute. St 
Mary's Churchyard, a nearby 
open space, will also 
be improved in terms of 
layout and appearance as 


storey leisure centre, con- 
structed as an important land- 
mark for the area. 

Facilities will include 
competition, training and 
leisure pools, a health 
spa, squash courts and 
a 36.5m x 32m multi-purpose 
spores haJL 

A dance studio, community 
rooms and a spectator area will 
be also be provided, as will a 
library/exhibition area and a 
weight training room. 

for Nestle 


phant and Castle leisure centre 
and its adjacent car park - the 
largest council landholding in 
the area. 


part of the overall develop- 
ment 

AMEC has proposed a four- 


New French headquarters 


BOV 15 SA, a wholly owned 
subsidiary of the P&O com- 
pany Bovis International, has 
won an ESam management con- 
tract to build the new 650,000 


tie staff from several subsid- 
iaries in January 1996. 

Nestle has made the restora- 
tion of the listed buildings one 
of its main priorities. One of 


sq ft headquarters for Nestle 
France at Noisiel, Seine-et- 
Marne. 18km east of Paris. 

The 30-month project, which 
starts oh site in February 1994, 
involves the refurbishment of a 
group of listed 19th-century 
industrial buildings that line 
the banks of the River Marne 
and the construction of a 
200,000 sq ft building. 

. The 34-acre development, 
which incrudes an 8-acre 
island, will welcome 1.850 Nes- 


these, a mill built in 1871, will 
be fully restored to show the 
original hydroelectric machin- 
ery in the basement 

An area of the bank along- 
side the mill will be trans- 
formed into a square that will 
feature the foundations of the 
old factory’s main chimney. 
The upper fioor of the mill will 
be fitted out to provide offices 
for the Nestle board. 

One of the first reinforced 
concrete structures built on 


the island will also be fully 
restored. Built in 1906, the 
“Cathedral" was designed by 
Stephen Sauvestre, a partner 
of G. Eiffel, famous for tower 
construction. It is linked 
directly to the other buildings 
on the site by an arched con- 
crete bridge that has a span of 
146ft. The length of the span 
was believed to be a record at 
the beginning of this century. 

Internal fittings will be the 
same in the refurbished and 
new buildings offering Nestfe's 
staff space, a high level of com- 
fort and the latest communica- 
tions technology. Boris SA will 
also manage the fit-out. 


£25m marine treatment works scheme 


BIWATER TREATMENT, a Seaclean", and vrill provide pri- 
division of Biwater Europe, bas mary treatment facilities for 
been awarded a £25m contract up to 216,000 cu m per day of 
for the design and construction incoming sewage from East- 
of the new Eastbourne Marine bourne and surrounding areas. 
^reatmeiit^Works. by ‘Southern- = Clhe works, scheduled- fot 
Water. . completion in December 1995. 

The scheme is a big part of will incorporate fine screening. 
Southern Water’s "Operation grit removal and chemically 


assisted primary settlement 
using lamella plate separators. 
The primary effluent will then 
be pumped to sea via a 3.2km 
outfafi. 

The plant will be completely 
underground involving highly 
complex civil construction due 
to its location on the seashore. 
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Upgrading 

printing 

facility 


A consortium of SULZER • 
INFRA (UK) and two T RAFAL- 
GAR HOUSE CONSTRUCTION 
companies, Trollope & Coils 
and Rashleigh Phipps, has 
been awarded a contract worth 
about £25m to refurbish the 
Bank of England's printing 
works at Loughton, Essex. 

The three companies will 
carry out an extensive modern- 
isation of the buildings, ser- 
vices and finishes at the 1950s 
complex. The two-year project 
will also include some reorgan- 
isation of the buildings to 
reflect modern production 


Scottish projects 

GARDINER & THEOBALD has 
commenced work on two con- 
tracts in Scotland with a com- 
bined value of £55. 5m. 

Gardiner & Theobald is pro- 
viding quantity surveying ser- 
vices for Victoria Quay at the 
new offices of the govern- 
ment’s Scottish Office at the 
Victoria Quay development in 
Leith. Scotland. 

The £4 7m project provides 
32,550 sq m (350.000 sq ft) of 
offices in a four-storey, low-en- 
ergy building. The acramm dic- 
tion will be in three blocks, 
each with its own a trim*-. , 
linked by a series of 
courtyards. 

Gardiner & Theobald is also 
acting as quantity surveyor for 
the Keeper of the Records of 
Scotland at Thomas Thomson 
House, the Scottish Records 
Office's new archive storage 
facility at Sigbthill in Edin- 
burgh. 

Sheltered housing 

LOVELL PARTNERSHIPS has 
signed contracts for a £14m 
social housing contract to pro- 
vide 360 homes and accompa- 
nying infrastructure on a 25- 
acre site at Wyther Park in 
Leeds. 


CONTRACTS & TENDERS 


PROCUREMENT NOTICE 

gUKUROVA ELEKTRiK A.?. 

BID NO: PTM-CTVT 93.01 
BID SUBMISSION DATE: NOVEMBER 1, 1993 

gukurova Bektrlk A.§ (QEAg) intends to procure betow Electrical Materials for the construction and 
extension works of its substations. 

1- 53 EA. 170 kV CURRENT TRANSFORMERS OF VARIOUS CHARACTERISTICS 

2- 54 EA. 170 kV CAPACITIVE VOLTAGE TRANSFORMERS 

This procurement shall be financed by the company resources and the Bidding shall be made accord- 
ing to the company's Bidding Procedures. 

This Bidding is open to all Bidders who comply with below Prerequisited for eligibility: 

- Bidders who have been regularly engaged for a continuous period of 10 years, prior to the date of Bid 
submission, in the design and manufacture of above specified materials, operating at a system voltage of 
l70kVormore. 

- Bidders who have designed and manufactured at least 2,000 pieces of above specified materials, out 
of which 1 ,000 pieces still in operation, since 3 years. 

A complete set of Bidding Documents may be obtained upon remittance of a n on-refundable document 
fee of 100 USD or equivalent convertible currency, to below Bank Accounts and upon a written applica- 
tion to below address with evidence of payment 

ACCOUNT NO: 

ADABANK-ADANA BRANCH ACC. NO. 2000 0013 
IMAR BAN KAS I -ADANA BRANCH ACC. NO. 2000 2548 

ADDRESS: 

QUKUROVA ELEKTRIK A.g. PHONE: 0-322-235 06 81 (4 lines) 

GENERAL MANAGEMENT*, TELEFAX: 0-322-235 02 57 

SEYHAN BARAJI. P.O.B. 239 TELEX: 62735 CEAS TR 
01322 ADANA-TURKJYE 

All Bids must be delivered to the above office on or before 14.-00 hours, Local Time on November 1, 
1993 and shall be opened at above offices of General Management. 

It Is essential that the Bidders shall be in conformity with the Prerequisite for Eligibility and the Bids 
shall be submitted In full conformity with the Bidding Documents. Other Bids shall be rejected. 

QEAQ reserves the right to accept or to reject any Bid and annul the Bidding process and reject aJI 
Bids, at any time prior to award Contract, without thereby incurring any liability to the affected Bidders) 
or any Alligation to inform the affected Bidder(s) ol the grounds for gEACs action. 

S GENERAL MANAGEMENT 



PUBLIC ELECTRICITY CORPORATION (PEC) 
SANA’A - REPUBLIC OF YEMEN 
60 MW EMERGENCY COMBUSTION TURBINE POWER 
GENERATION POWER PLANT 

ANNOUNCEMENT OF TENDER 

— wrrnrusTquxnFzcimtTmjFTvmtEnBRs— 

PEC will ba conducting a lamp umn turnkey international tender for the 
above project with release or tender documents from beginning 
November 1993. Tender announcement will be publicised in this newspa- 
per. 

Due to the exceptional procedures to expedite early commisaioning of the 
power plant the tendering period Gram the date of issuing louder docu- 
ments ahall be one month. 

Tenderers wishing to obtain advance information on the project includ- 
ing site visits to project location are invited to apply to: 

Eng. Ahmad H. Aloni 
Managing Director 
Public Electricity Corporation 
Sana'a Republic ofYemen 
TeicjLSSSOtv 2879 
Fax: 1263 115 

Tenderers should give the names of their representatives and requested 
dote of site visit. 

Prqject particulars 

Provision of two Mite rated 3U MW Gas Turbines at the existing Sana'a 
l Drabanl Power Station Site. 

Reinforcement of the existing Sana'a 33 KV Distribution network includ- 
ing the provision of now 33 orerbead line & cable circuits and the provi- 
sion of expanded and reinforced 33 kv substation Qualities. 

Tenderers are advised that nil costs associated with the visit nod tendon 
.are at their expense. V 
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PUBLIC 

SPEAKING 

Training and speech-writ- 
ing by award winning 
speaker. 

First lesson free. 

Tet (0727) 861133 



INVITATION OF TENDERS 

The State Property Agency /AVU / is offering the state-owned shares of 

"Alfoldi Kohdszati Gepipari Rt., AKG" 
(Metallurgical and Machine Engineering Corporation) 
for sale in a single-round public tender 

We hereby inform all interested parties that the subscribed capital of "Alfoidi" 
Metallurgical and Machine Engineering Co. amounts to 498,000,000.- FT, 97.4% 
of which /484,85 million Ft/ Is offered for sate. 

We are expecting bids from such domestic and foreign investors, who are ready 
to accept the following conditions: 

1 . Placing an offer for the purchase of at least 1 5% of the share capital. 

2. Depositing of 1 million Ft as offer guarantee in confirmation of their intent of 
purchase. 

3. or making an offer for privatization leasing. 

a. Offers for privatization teasing can only be placed by natural persons liv- 
ing In Hungary and having Hungarian citizenship, respectively by an asso- 
ciation of such natural persons. 

b. The sample documents of privatization leasing are enclosed to the 
detailed invitation of tenders. 

c. In the case of an offer for privatization leasing the block of shares to be 
leased amounting to 97.4% of the subscribed capital, that is 
484 ,850 ,000. -Ft. 

d. In cases, of an offer for privatization leasing the offer must contain the 
leasing fee offered, the business plan underlying the offered leasing fee, 
the planned form and extent of guarantees, the draft of the leasing associ- 
ation agreement as well as the record of professional experience of the 
bidders - in the case of private entrepreneur it should also contain the 
detailed reference list of their business activities. 

e. In the case of a leasing offer, the sum of the offer guarantee to be 
deposited amounts to 500.000.-Ft. 

4. The bidders shall commit themselves to keep secret all information they 
receive. 

5. Offers are to be mailed to the following address: 

State Property Agency 

AJIami Vagyonugyndkseg 

1 133 Budapest Pozsonyi Ot 56. Iktatd 

Please write the following text on the envelope: 

"Alfoidi Kohaszati 6s Gepipari RT., Palyazaf 

"Aifoldr Metallurgical and Machine Engineering Co., fender" 

Tenders must be submitted by the following deadline; 

December 15th 1993 

Offer must be sent to the above address in sealed envelopes without any indica- 
tion of the sender, and with a marking identifying the original copy. 

Offers must be binding for a period of at least 90 days. 

The State Property Agency reserves the right to declare the invitation of tenders 
unsuccessful. 

The precondition of submitting offers is the purchase of the detailed tender 
material containing the rules of procedure for 10,000.- R + VAT along with the 
signing of the statement in secrecy at the following address: 

State Property Agency. Public Relations 
AJIami Vagyonugynokseg 
1 133 Budapest, Pozsonyi Ot 56 
Mr (stvsin Rozsnyai 
Phone: 269-8500 
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THE CONFERENCES & 
EXHIBmONS 
SECTION 


appears in the Financial Times every 
Monday. 

To advertise in this section please call 

Alison Prin on 

071-407 5752 
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NO DOCUMENTS 


Every second, aircraft glide 
overhead, following invisible . 
paths drawn from one end of 
the world to the other. 

Paths that are drawn on 
precise documents. 
Documents that must evolve 
with an ever changing 
environment : a recently 
lengthened runway, new 
areas to avoid, or the latest 
location of radio beacons. 
With the help of Rank Xerox, 
KLM developed a system to 
manage such documents. 

It supplies pilots with highly 
detailed maps created, 
stored and updated daily. 
Making a visible difference in 
helping every pilot, every 
plane to glide safely on their 
invisible paths. 

If you’d like us to point you 
in the right direction 
concerning the management 
of your company’s 
documents, call us collect 
(reverse charge): dial the 
international access 
code + 44895271545. 
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The Document Company 
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If you’re traveling to the United States, consider 


this: Delta Air Lines can take you nonstop to more 


cities in the U.S., from more cities in Europe, than any 
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other airline in the world And once you’ re in the U.S., 
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Delta can take you on to more than 250 cities across 


America. Conveniently. Comfortably. 


For reservations or information, contact your 


Travel Agent or Delta. No other airline gives you so 


much of America from so much of Europe. 
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MANAGEMENT 


TIPS FROM THE TOP 


Make it interesting 
between the covers 

Eric Nicoli, chief executive of United Biscuits, 
offers advice on how to prepare an annual report 


F ew people can resist 
those magazine 
quizzes that claim to 
reveal your inner 
personality. So try this one 
on your corporate personality: 
pick up yonr annual report 
and approach it as a stranger 
might Is it (A) meeting all 
fiscal requirements, 
retrospective, financially 
opaque, short on expensive 
visual interest, long on verbal 
camouflage? or fB) only the 
first two of the above, bnt 
more besides - financially 
transparent, visually 
interesting, well written and 
giving a clear, concise account 
of business issues past and 
present? 

If you're instinctively 
happier with option A, and 
evidence from many UK 
companies suggests you are 
not alone, then move to my 
final paragraph. If you think 
there might be something in 
option B. read on. 

At UB. we aspire to option 
B and the research we 
commission each year shows 
we are making progress, as 
our annual report becomes 
a recognised plank of our 
investor-relations programme. 
It is the one uniting document 
that we have for our company 
as a whole, and as we have 
to live with it all year, we 
prefer to make it count. 

Of course the audiences of 
our annual report are diverse, 
but we have prioritised them 


and we try to define 
appropriate messages. We 
can't be all things to all 
people, but we can structure 
the report so that the browser 
gets as much from it as the 
cover-to-cover merchant. As 
well as all the usual messages, 
we use our report to lay out 
Our strategy to all 
stakeholders and show the 
progress we're making. 

The easy bit is getting the 
report produced. Occasionally 
we bear nightmare stories of 
reprints and erratum slips. 
There is an easy way to avoid 
all this: sort ont the internal 
mechanisms of tasks and 
responsibilities, only involving 
yourself in the process at 
useful and vital stages - and 
make sure you employ good 
people internally and an 
experienced design 
consultancy. 

Your designers need to 
understand financial 
audiences, but most 
importantly you must help 
them understand your 
corporate culture and taste. 

We sit down from time to time 
with our designers and other 
people's annual reports. We 
sort them into those we like 
and those we don't 
Alarmingly, given the money 
that everyone spends on this 
exercise, the second pile is 
usually bigger. 

It’s important to give yonr 
team time to get a good job 
done. However, yon need to 


Don't let your 
finance people 
make any design 
decisions other 
than what colour 
the back pages 
should be 


retain flexibility up to final 
copy deadline to make sure 
the messages are up to date. 
This year we turned our 
designers' hair grey with our 
negotiations to sell a large 
division, the Terry’s Group, 
as we approached the print 
date. They covered the 
photographic content of the 
book every which way, 
finalising the cover only days 
before going to press. 

This was probably a good 
thing, because the cover can 
be the topic of interminable 
debate. It has to reflect the 
content of the book, be 
different enough from the 
previous year, but also needs 
to reflect unchanging 
corporate values and 


differentiate itself from your 
competitors. 

The only subject more 
fraught than covers is how 
to shoot your board, 
photographically speaking. 
Make sure your designers 
employ a patient, experienced 
photographer who can work 
fast and with suitable regard 
for vanity. Don't be afraid of 
cheating - they don't all have 
to be there together and they 
won't all be beautiful. If 
necessary, resort to 
retouching; I'm t hinking of 
having hair in next year's 
report One final Up - don't 
let your finance people make 
any design decisions other 
than what colour the back 
pages should be. 
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Not banking as usual- j 


Union Bank 
of Switzerland 


Options A and B will cost 
you almost equal amounts of 
money. The design, production 
and printing of your annual 
report will cost yon 
approximately 20 per cent of 
the audit fee to produce the 
financial accounts required 
in the back. The print bill will 
be at least 15 per cent; so the 
5 per cent you spend on 
design, writing, photographic 
content together with 
adequate amounts of 
management time can torn 
a fiscal necessity into a useful 
corporate tooL 

Next Monday: Clive Thompson 
of Rentokil on how to 
commission a new corpor a te 
identity. 


H ow satisfying to be 
John Casablancas. 
head of Elite Model 
Management in 
New York. Last month he told 
his most famous model. Naomi 
Campbell, that he had had 
enough. He was fed up with 
her tantrums, fed up with her 
“greedv and demanding" ways 
and fed up with being 
“demeaned, used and abused”. 
Neva- mind the large fees she 
brought in - she was out. 

This story made world news 
not just because every trip of 
Campbell's on the catwalk is 
an event. The toppling of a 
giant ego is a rare spectacle, 
and one much enjoyed at a dis- 
tance by everyone who has to 
deal with egos themselves. 

Tantrum throwing, foot 
stamping, sulking, uncontrolla- 
ble super egos are not only io 
be found in 23- year-old models. 
Among writers, ’musicians, 
sportsman, actors and chefs, 
famous egos abound- John 
Osborne. Dustin Hoffman, 
Marco Pierre White. John 
McEnroe, the list goes on. 

Neither are big egos limited 
to “creative" people. Robert 
Maxwell may have been the 
biggest, but is by no means the 
rally example of an ego in com- 
merce. 

“You need narcissism to 
become a business leader. But 
when you get to the top, funny 
thing s start happening.” says 
Manfred Kets de Vries, a prac- 
tising psychoanalyst and pro- 
fessor at the Insead business 
school in Fontainebleau near 
Paris. “People idolise authority 
figures, so senior executives 
tend to get surrounded by- 
liars.” 

It is not difficult to spot 
when an ego has got too big. 
Super egos do not listen, they 
have to be in the limelight, 
their judgment gets wonky, 
they refuse to take blame, they 
have to be in control, they 
want the biggest aeroplane and 
they surround themselves by 
yes-men. 

Nearly every company has 
one. but how do you deal with 
them? 

With most super egos, the 
Casablancas option is not 
open. Very occasionally direc- 
tors get together and decide 
that the boss's rampant ego is 
a luxury the company can no 
longer afford. But for most of 
the time, the problem is one of 
containment and co-existence. 

When a two-year-old child 
throws a tantrum, there are 
two possible course of action. 
Either you take them on your 
knee and cuddle them, or you 
throw them in their cot and 
shut the door. With adult egos, 
the choice is a similar one. You 
can pacify them or you can 
confront them. 

The first route involves kow- 
towing, but may in some cases 
be the best option. “You realise 
that they are on an ego trip, 
and you bow, scrape and tug 
your forelock. You play the 
game in the interests of a quiet 
life," says Peter Honey, a psy- 
chologist and management 
consultant. 

This may work for egos you 
only have to deal with occa- 
sionally. One literary agent 
who works for some femously 
bad-tempered writers has 
become adept at avoiding con- 
flict “I accept that my writers 
are entitled to be as difficult as 


Down 

with 

super 

egos 

Lucy Kellaway 
on tackling 
megalomania 
in the office 


Naomi Campbell: a model example 

they like. I look for the warn- 
ing symptoms. If I am dealing 
with someone who I know gets 
upset about their royalties, I 
try to anticipate that. There 
axe other people that get apo- 
plectic if I don't ring back in 
five minutes, so I try to be 
prompt.” 

The other approach is to 
take them on. This requires 
more courage and needs to be 
handled with care. "You have 
to choose when and on what 
issues. Work oat where your 
bottom line is, and on every- 
thing else grin and bear it," 
says Honey. 

Tim Halford spent 10 years 
with Armand Hammer, one of 
the biggest egos of them all. 
During that time he was fired 
four times and had back four 
times. His job routinely 
included such things as getting 
Hammer seats at the royal 
wedding of Prince Charles and 
Lady Diana Spencer in full 
view of the US television cam- 
eras. Yet Halford found his 
own way of standing up for 
himself. 

“If you've got someone with 
an ego, you must never dent it 
publicly. With Hammer, if you 
were 100 per cent sure of your 
ground, it was possible to 


tackle him quietly. He would 
accept that he was wrong." 

Some experts argue that 
there is little colleagues can do 
to soften the behaviour of # 
office egos. The most difficult 
cases, says Kets de Vries, are 
businessmen who also own the 
company. "The only possibility 
is for that person to have a 
coronary - then you have a 
lever and can do something 
with them”. 

In public companies, there 
may be other more sympa- 
thetic figures of authority to 
turn to. but Kets de Vries 
warns that this could be dan- 
gerous. “The moment you blow 
the whistle, your head comes 
off" He reckons that if your 
boss has too high an opinion of 
htmcgif your best route might gp 
be to find another job. 

He argues that these super 
egos are in need of professional 
help. He compares the role as 
psychoanalyst with that of 
alcoholics anonymous: “I try to 
wean them away from their 
Genghis characteristics." 

Simply telling the truth may 
get nowhere. "Very often these 
people are like Teflon. The 
truth just slips off” 

While colleagues may be 
unable to prick inflated egos, 
companies can help prevent 
t he m from puffing up in the 
first place. -a » 

Gerard Egan, professor at m 
Loyola University, Chicago, 
has traced the careers of many 
business egos who have started 
out as entrepreneurial talents 
but have eventually brought 
about the downfall of their 
companies. He cites R.H. Macy, 
the US retailer, and Sunbeam- 
Os ter, the household appliance 
manufacturer, as examples of 
companies where the boss’s 
ego has contributed to a busi- 
ness's rise and fall. 

Despite the financial damage 
tyrannical managers can do, 
few companies seem aware of 
the problem, argues Egan. A 
Managers and supervisors who 4ft 
instinctively know when to 
confront, when to encourage, 
when to leave alone, are 
needed, yet companies put lit- 
tle effort into making sure 
their managers hare and use 
these qualities. 

All managers need someone 
who will be their confidant, 
who will quietly tell them 
when they have overstepped 
the mark. People who con- 
stantly lose their temper need 
a colleague to take them aside 
and tell them what they look 
like when they get really 
angry. 

Companies can also retard 
- the growth of egos by appraisal 
systems in which peers and 
underlings as well as their 
superiors give their views. This 
all-round view may discourage 
damaging behaviour before it 
becomes too deeply 
entrenched. . 

Not all big bosses let success 
go to their heads. Kets de Vries 
singles out Richard Branson 
for praise. Egan mentions BOl 
Gates. Those who have been 
bawled out for criticising Bran- 
son or have seen Gates' plans 
for a multi-million dollar 
underground bunker might not 
agree. 

Yet the point is not that 
these two are modest It is. as 
de Vries says, that they have 
“put their narcissism to good 
creative use”. 
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Old Charting System 


New Charting System 


For further information please contact our 
Sales Department on (09321 761-144. 


FT Graphite is an ideal PC 
based equity research and 
charting system for today's 
investment professional. It 
offers instant access to the 
most up to date financial 
information on thousands 
of quoted companies. 

FT Graphite is menu driven 
and employs an intuitive 
graphical interface to 
facilitate analysis of 
complex financial dat.-i with 
the use of impressive 
charting formats. 

FT Graphite is available in 
modular format and covers 
European, American and 
Far East markets, which are 
supplemented with an array 
of indices and currencies. 
This information combined 
with company fundamental 
data makes FT Graphite 
one ot the most powerful 
analytical tools available. 
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I Je first new produc- 
SL,°r the Royal 
Operas 1993-94 season 
• j if,,.- 1 ! - company’s first 
if" for 24 years. 

Wgh s P irits are 
dtsMled from a combination of 
bright primary colours, strong 
-involvement in leading roles 

- innumerable pinpoint C01 5c 

- cameos, and a multitude of 

• tenuities of design 

. and festive amusements in the 

final scene. 

myriad ways of 
tackling Wagner's overflowing 
inexhaustible masterpiece this 
one is raidoubtedly timely and 
:?pUy calculated. After decades 
of looking to Germany for its 
, Wagn er modes and manners. 
Britain's “international” opera 
company now chooses for itself 
:;a youthful British production 
; tram (Graham Vick, producer 
Richard Hudson, designer)" 
The conductor is Bernard Hait> 
ink, a Dutchman long cher- 
ished as one of the glories of 
British musical life. Apart 
from the Swedish Walther, the 
•cast is entirely anglophone, 
and full of expectation-arous- 
ing newcomers to their roles. 

By all these collaborators the 
overall "accent” of the perfor- 
mance has been devised with 
conviction and decisive pur- 
pose. The design style is a bril- 
liant theatrical recreation of 
BreugeL in all his earthy red- 
bloodedness, and Bosch, in all 
his fantastic inventiveness. 
Hudson's scene-settings 
(expertly lit by Wolfgang Gfib- 
bel) are no simple tableaux-vi- 
vants but a marriage of 16th- 
century and late 20th-century 
artistic vision. 

The tricks enacted with scale 
and perspective - sometimes 
broadly jokey, as in the start to 
Act 2, sometimes wildly sur- 
real, as in the riot, with figures 
dangled madly from apertures 
in the roof - are at once post- 
modern and authentically 
> “period”. Costume colours in 
the finale likewise: cod-pieces 
flying, this is a Breugel public 
jollification filtered through 
the production team's 1990s 
theatrical intelligence. 

In many ways Covent Gar- 
den showed us one of the most 
broadly enjoyable of Meister- 
singer stagings. No doubt it is 
pure critical curmudgeonliness 
to have spent Friday evening 
as I did, simultaneously cele- 
brating and regretting the pro- 
duction stance. At certain 



Forceful Wagnerian: John Tomlinson as the shoemaker Sachs in Co vent Garden's new Meistersinger 

Opera/Max Loppert 

High spirits in Nuremberg 


points this regret was easily 
explained: after so much 
naughty knockabout the glori- 
ously hushed close to Act 2 
goes almost unrecorded - 
except by the intrusive 
squeaks of the mobile set-parti- 
tions as they return to home 
base. 

Generally, though, it took 
the form of a growing aware- 
ness that the breadth, depth 
and, above all, quiet centre of 
the music were aw akening pre- 
cious few echoes in the events 
on stage. So much personalised 
detail among the Mastersing- 
ers! So many pratfalls for 
David and his workmates! So 
little evening shade and reflec- 
tive calm in the Act 2 streets of 
Nuremberg - and only one 
parched-looking linden tree! 

Repeatedly I found myself 
longing for a Meistersinger less 
determinedly upbeat. Darker 
shadows are there for the 
searching-out; and while the 
notion of Meistersrnger-as-Nari- 
triumph - as recently explored 
in a controversial Frankfurt 
production - might be inappro- 


priately downbeat for a Covent 
Garden audience, the opera 
affords a more complex experi- 
ence than here suggested. 

Two additional possible 
causes for these mixed feelings 
suggest themselves. The first is 
that Haitink, at his best a Wag- 
nerian of incomparably muscu- 
lar, direct grip, seemed for the 
first two acts to be exercising 
that grip excessively bard. The 
sound was often oddly abra- 
sive, unblended, with ‘interest- 
ing’* stray ends of brass and 
choral timbre allowed to pro- 
trude, and solo voices some- 
times covered. The beautifully 
thoughtful moulding of the Act 
3 gave a taste of the settled-in 
Haitink Meistersinger soon (no 
doubt) to be achieved. 

The second concerns the new 
Sachs, John Tomlinson, a seri- 
ous. forceful, deeply committed 
artist already much prized as a 
Wagnerian on the Continent 
and here receiving his belated 
"big chance” at Covent Gar- 
den. The voice is a mighty 
instrument - and goodness, 
how mightily he uses it! On 


this evidence his bass lacks 
nothing in Sachs stamina and 
range but (to my mind) almost 
everything in Sachs Irmigkeit, 
meditative melancholy, gentle- 
ness of statement, and all the 
other Sachs qualities depen- 
dent on legato line steadily 
sustained. Leaping about like a 
neurotic leprechaun, Mr Tom- 
linson certainly captures the 
shoemaker's restless energy; in 
to ice and person this Sachs is 
all of a piece. 

The rest of the cast promote 
more traditionally Wagnerian 
vocal values, though peak form 
eluded most of them on Friday. 
Gbsta Winbergh's Walther. 
handsomely solid and well-bal- 
anced of tenor timbre from 
beginning to end, needs to pro- 
duce more personality, more 
conversational vitality; Deon 
van der Walt’s David, so full of 
bounce, needs to find more 
charm and sweetness in Us 
Act 1 recitation: Nancy Gustaf- 
son, an Eva of picture-book 
good looks and apt vocal 
warmth, needs to make far 
more of her words. Two Covent 


Garden "old hands” at this 
opera - Gwynne Howell (Pog- 
ner), Anne Howells (Magda- 
lene) - gave great pleasure. 

And so does Thomas Allen’s 
first Beckmesser, easily the 
greatest of the evening. It is 
perhaps a problem - but more 
for others on stage than the 
audience - that much of the 
finest singing should be deliv- 
ered by this particular charac- 
ter; but there is more to the 
performance than excellently 
clean, stylish, colourful vocal- 
isation. In a brilliant feat of 
character observation, with 
dead-fish hands a-flutter, spec- 
tacles a-fidget glances madly 
snatched, with point and pur- 
pose in its tiniest eyelid-flicker, 
Beckmesser’s warped intelli- 
gence and swiftness of percep- 
tion are newly ima ginpd . And, 
as a result, the whole opera is 
newly enlivened and enriched. 


Royal Opera, Covent Garden: 
in repertory until November 
13; sponsored by Cable & 
Wireless and Friends of 
Covent Garden 


Theatre/Andrew St George 



;-CES 


A: 


t the start of his 
one-man show Jamais 
Vu at the Cottesloe 
— - -^.Theatre, Ken Camp- 
W bell scans the National Thea- 
tre’s programme to check what 
he is supposed to be doing. 
While the David Hare trilogy 
continues at the Olivier Thea- 
tre, Campbell's own remark- 
able trilogy can be seen on Sat- 
urday 23 October at the 
Cottesloe. After all, he opened 
the theatre in 1977 with the 
eight-hour Dluminams. 

Jamais Vu feels like the 
third leg of a quadruped. Its 
forerunners are Recollections of 
a Furtive Nudist (1988) and Pig- 
spurt (1992). The shows are 
made up of personal stories 
which Campbell says he dare 
not tell his friends: “But it 
jg seems all right if people have 
*paid.” Recollections led Camp- 
bell into a case of “enchanted 
vanishment" tracking down a 
vanisbee from King’s Cross to 
St John's, Newfoundland; Pig- 
spurt led him on a sociobiologi- 
cal quest based on . the shape of 
his nose. 

Campbell’s style is perplex- 
ing, infuriating and refreshing; 
sometimes hilarious, often 


scatological, and always mad. 
It is no accident he went to 
school in Barking. His contri- 
bution to British theatre is rad- 
ical and immense, including a 
22-hour show at the ICA and 
the Science Fiction Theatre of 
Liverpool; and he has shaped 
portrayals of lunacy in other 
me dia , from The Hitchhiker’s 
Guide for radio to his own The 
Madness Museum for televi- 
sion. 

Quintessential Campbell is a 
dizzying monologue which 
defies gravity before toppling 
into itself; add the twitching 
right foot, the eyebrows like 
elevators and the nasal twang 
of his voice, and Campbell 
materialises. In Jamais Vu the 
he uses a sink plunger to 
model his narrative. This is 
nowhere near as fine of funny 
as its precursors, but it does 
deviate into sense and wit. 

The impossible story turns 
on a notice outside the hut of 
Chief Jack Naira of Tanna in 
the South Pacific: We believe 
that Prince PUip <sio is origi- 
nally of Tanna and we want 
him to return home. This infor- 
mation takes Campbell to the 
Uxbridge Secure Unit to talk to 


a member of the Ice Age elite, 
then to discrepant paperback 
and hardback versions of a 
Prince Philip biography and on 
to a world of bicyde clips and 
Pidgin English: What-name 
you-me makim someling? or 
“What shall we do?" 

En route he stops for the 
occasional aperpc. judges are 
law students who get to mark 
their own exams; “ Guardian 
columnist" David Mellor has 
“the look of perhaps going to 
be witty in a minute"; and 
John Birt of the BBC is "an 
alien inadequately briefed, a 
man with a talent for retro- 
spective absence". 

The deconstructive chaos is 
deftly scripted, patterned and 
now published. Campbell’s bril- 
liance is his bravery and his 
disregard for what others think 
of his kind of intelligence. 
Colin Watkeys tries to direct. 

‘Jamais Vu’ is at the Cottesloe 
Theatre (071 928 2252) on 13. 
14, and 22 October. Turtive 
Nudist'. ‘Pigspnrt’ and ‘Jamais 
Vu* are at the Cottesloe on 23 
October. ‘Jamais Vu* Is also at 
the Riverside Studios (081 748 
3354) from 3 to 23 November 



Ken Campbell: brave and chaotic in 'Jamais Vu’ 


Architecture/Colin Amery 

The power of prudence 


I t stands like a blushing 
giant dwarfing its insipid 
neighbours. Alfred Water- 
house’s (1830-1905) Gothic 
palace for the Prudential 
Assurance company has confi- 
dently gazed out on London's 
High Holborn since Its arrival 
in 1879. This week the Queen is 
to take tea there to mark the 
completion of a total refurbish- 
ment and rebuilding pro- 
gramme which the Prudential 
Corporation initiated in 1968. 

I have always thought that 
“the Pru” was a wonderful 
building that guarded a great 
secret. I recall vividly the 
excitement of glancing through 
the great Gothic entrance gates 
as a child and seeing the dark 
silhouette of the winged bronze 
angels on the war memorial. 
Two buxom lady angels dip 
their uncovered breasts 
towards the limp and almost 
skeletal body of a dead British 
soldier. Was he insured with 
“the Pru", does he feel the 
sense of confidence that ema- 
nates from these sturdy red 
walls? Part of the power of the 
building comes from the power 
of "the Pru". Insurance compa- 
nies became very rich and 
powerful in the 19th century 
and their headquarters in the 
City of London and their 
branches around the country 
were designed to exude stabil- 
ity and. Indeed, prudence. 

It was natural for a company 
such as the Prudential to com- 
mission the leading Victorian 
commercial architect, in the 
shape of Alfred Waterhouse. 
He was rightly renowned for 
his clear planning and for his 
enthusiasm for a free, pictur- 
esque Gothic style. His great- 
est works that survive are Lon- 
don's Natural History Museum 
and the Town Hall in Manches- 
ter. His most successful design 
was sadly never built It was a 
competition design for the Law 
Courts in the Strand which 
Waterhouse prepared In 1866. 
The competition was won by 
George Edmund Street but 
Waterhouse's scheme was far 
more romantic, with tall 
Gothic towers that would have 
rivalled the Palace of Westmin- 
ster and turned Thameside 
London into a second Camelot. 

Waterhouse must have been 
a strange mixture. He came 
from a Quaker Liverpool fam- 
ily, and yet was clearly a 
deeply romantic artist. His 


work combined the two sides 
of his character his plans were 
brilliantly workable and his 
experiments with new materi- 
als and new forms of construc- 
tion highly successful and yet 
□o one designed more romantic 
skylines or painted more deli- 
cate watercolours. He was that 
rare thing, the artist-architect 
who was supremely practical 
Waterhouse gave the Pruden- 
tial's head office the sense of 
reliabilty and permanence that 
the company clearly wanted. 
The big. central Gothic tower 
over the entrance to the inner 
court does not soar to heaven: 
it has a solidity, despite its 
spiked pyramid roof. There is 
less detail here than Water- 
house was to apply to the Nat- 
ural History Museum and 
much of the internal decora- 
tion, although good, is econom- 
ical and repetitive. Faience 
tiles and ornaments gleam 
after the refurbishment; their 
vivid colours, especially the 
sharp yellow, are very vibrant. 

In 1989 the great halls did 
not seem to suit the arrival of 
personal computers. The days 
of thousands of clerks had 
passed. The company wisely 
decided to restore and refur- 
bish the best of the old build- 
ings and to redevelop the rest 
of the site over which they had 
spread, between Holbom, 
Leather Lane. Gevtile and 
Beauchamp streets. Seen from 
the air. there is now more new 
than old building on the site. 
The Prudential's own archi- 
tects and the firm, EPR Archi- 
tects, have added two new 
buildings and four glazed atria, 
providing many lettable offices 
as well as the streamlined 
modern offices within the 
listed buildings 

T here are big gains. 
Waterhouse Square is 
now at the centre of 
the site and is a public 
right of way in daylight hours. 
It provides a quiet pedestrian 
square and an opportunity to 
see much more of Water- 
house's original buildings. The 
view of the glazed bridge by 
Waterhouse is particularly 
intriguing. What were his 
sources for this glass bridge of 
sighs? His use of terracotta is 
everywhere, demonstrating 
how sensible and practical it is 
for the damp northern Euro- 
pean climate. 


And what of the new work? 
The Prudential's tradition of 
patronage continues, particu- 
larly in the public spaces of the 
new offices. In their own main 
entrance hall the company has 
commissioned a work from a 
young sculptor, Sally Mat- 
thews. “The Dogs and the Pea- 
cock" Is a free-ranging group of 
lurcher dogs chasing a peacock 
across the reception hall and 
up to a high balcony. It sym- 
bolises man's faithful friends 
chasing away vanity and pride. 
I have to say that although the 
work is good of its kind, it does 
not seem to work in this space. 

The other new element of 
this project is the entrance ball 
to the speculative offices called 
No. 2 Waterhouse Square. It 
has become almost the norm 
for developers to invest a great 
deal of time and talent in the 
design of a huge atrium or hall 
as an approach to what are 
essentially mundane serviced 
office floors. This new atrium 
is no exception, an almost cir- 
cular space with a sweeping 
marble staircase that rises 
behind a ramped curved mar- 
ble wall. I had a distinct 
impression that I had somehow 
strayed from the Victorian pro- 
bity of Waterhouse's Gothic 
halls to some millionaire's 
marble folly in Miami. 1 have 
to admi t, however, that I was 
fascinated by the centrepiece 
of this extravaganza which is a 
sculptural installation of a 
great granite sphere which is 
constantly supported on a pad 
of water under high pressure 
that allows it to spin freely, 
despite its enormous weight 

Waterhouse has been much 
blessed by this redevelopment 
His version of the Gothic does 
not seem a pale imitation of 
the medieval It shines out in 
its new surroundings as an 
intelligent, prudent and mea- 
sured exercise of Victorian 
civic architecture at its best. 

I am sure the masters of the 
Prudential Corporation are 
familiar with the Titian in the 
National Gallery that shows 
the triple human-beaded figure 
of Prudence and bears an 
inscription that could be 
roughly translated as a motto 
for this redevelopment that has 
married past and present with 
some success: “From past expe- 
rience the present acts pru- 
dently lest a future action be 
vitiated." 


Concert/Richard Fairman 

Strauss and Stravinsky 


I t was the small size of its 
audiences that originally 
prompted the BBC Sym- 
phony Orchestra to shift 
some of its South Bank con- 
certs into the smaller Queen 
Elizabeth Hall. Having made 
the move, it has evidently 
decided to turn economic 
necessity into musical virtue. 

Although the orchestra's 
Strauss and Stravinsky series 
mostly consists of full-scale 
works being played in the 
Royal Festival Hall, Friday's 
concert was in the QEH and 
stripped the BBCSO down to 
chamber-orchestra proportions. 
The programme explained in 
some detail how the two com- 
posers of this series have noth- 
ing in common - an uncon- 
troversml opinion, except that 
this -particular evening showed 
them heading down very much 
the same retrospective path. 

All the music was signposted 
neo-classical". Richard 
Strauss's Suite from Le Bour- 
geois Gentilhomme evokes the 


world of Beaumarchais with 
minuets, the once enfant terri- 
ble of a composer prancing 
round in a perfumed wig. Stra- 
vinsky's Dumbarton Oaks 
draws its style from Bach and 
Pulcinella its material from 
Pergolesi. It would be interest- 
ing to create a series examin- 
ing why these forward-looking 
composers preferred to look 
back in middle life. 

A few years ago it would 
have been difficult to imagine 
the members of the BBCSO 
exposing themselves to music- 
making on a small scale with 
any confidence of success, but 
these days the orchestra has 
no reason to be afraid. The 
playing of a dozen or so solo- 
ists in Dumbarton Oaks was 
trim, accurate, exactly rhyth- 
mical down to the precise dou- 
ble-dotting of the horns. 

We know from his Strauss in 
the opera-house (and Daphne 
at the start of this series) that 
Andrew Davis is able to sort 
out the complex textures of a 





■ BERLIN 

OPERA/DANCE 

Deutsche Oper The company has 
just returned from a month in Japan, 
and will present an illustrated report 
of the tour on Thors. Repertory 

performances begin on Fnwitn 
Peter Schaufuss’ production or 
Nutcracker, followed by Die 
ZauberflSte on Sat and Der 
RosenkavaDer on Sun (341 JK49J 

Staatsoper unter den Linden 

Repertory includes TannhSus^, 
Sigoletto, Giselle and 
new ballet inspired by tbe paWinS 5 
of Otto Dix. Oct 30. Nov 7. 14- 
Darnel Barenboim conducterisjg^ 
Ku pier's production of ParsrfaJ (2°° 
4762/2035 4494) 

CONCERTS . 

Schauspiefhaus Ton '£f e v^ nh(VW 

Nazareth conducts 
Orchestra in works by Gri ®9 

Mendelssohn, with pjnc 
Lars Vogt Wed and Thurs: Zortan 
Paste conducts BeriinS^P>*W 
Orchestra In works by Zemlinsky 

and Mahler (2090 2156) 
Phflharmonte Tonwn^ ^nahas 
Zukerman, accompanied by Marc 


Neikrug, plays violin sonatas by 
Mozart, Beethoven and 
Mendelssohn. Wed, Thurs, Fri: 
Claudio Abtoado conducts Beilin 
Philharmonic Orchestra in a Mahler 
programme, with soprano soloist 
Barbara Bonney (the orchestra Is 
on tour in North America Oct 
17-Nov 1). Sat Maurtzio PoUini plays 
Beethoven piano sonatas (2548 

8232) .. _. 

Staatsoper unter den Linden Fn 
and Sat Georg Solti conducts 
Haydn's The Creation (200 4762/ 
2035 4494) 

■ NEW YORK 

THEATRE • , 

• Later Ufa: A.R. Gurney s witty 
and perceptive new play about the 
reunion after 30 years of a man and 
woman who were once in tove 
jwBstside. 407 West 43rd Si 307 

#°Angete in America: the first half 
of Tony Kushner’s epic, freewheeling 
play about gay life. ^9^®^ 
politics and Mormonism. Notto 

be missed (Walter Kerr, 219 West 
48th SI 239 6200) 

• She Loves Me: the 1963 bock, 

Hamlck and Masteroff 

makes a long-awaited rehrnto 

Broadway in a transfer °*Soott Ellis 
Roundabout Theatre production 
Bret caen In June- A delicate, 

unabashedly simple st0, Y' 

i 100 Kissot the Spider Woman: a 
^uSTandEbbrnusiMl.^ 
oTthe novel by Manuel Puig. 
directed by Harold Pnnce, with a 


star performance from Chita Rivera 
in the title role (Broadhurst, 235 
West 44th SI 239 6200) 

• Annie Warbucks: Kathryn 
Zaremba, an infant phenomenon 
if ever there was one, has the title 
role in this beguiling sequel to Annie 
(Variety Arts, Third Ave at 14th St, 
239 6200) 

9 Fool Moon; a comic 
entertainment written and performed 
by David Shiner and Bill Irwin, with 
music by the Red Clay Ramblers 
(Richard Rodgers, 226 West 46th 
St 307 4100) 

• The Sisters Rosensweig: Wendy 
Wassers tain's play, a comedy with 
serious undertones, about the 
reunion in London of three American 
Jewish sisters (Ethel Barrymore, 

243 West 47th St 2396200) 

• Tommy: a musical written and 
composed by Pete Townshend, 
based on the classic 1969 rock 
musical by The Who and directed 
by Des McAnuff 

(St James, 246 West 44th St, 239 
6200) 

OPERA/DANCE 

Metropolitan Opera Repertory for 
the next two weeks consists of 
Fidelio with Gabrieia Benackova 
and Marie McLaughlin, Tosca with 
Maria Guleghina and Sherrill Milnes, 
Madama Butterfly with Yoke - 
Watanabe and Richard Leech, and 
Die Zauberfiote with Dawn Upshaw 
and Hans Satin. Placido Domingo 
sings the title role in a new 
production of Verdi's StlffeliQ 
opening on Oct 21 (362 6000) 

State Theater This month's New 
York City Opera repertory Includes 
Tosca, Madama Butterfly, La 
Rondine, Carmen and The Mikado. 
There Is a final performance 
tomorrow of Ezra Laderman's new 


opera about Marilyn Monroe (870 
5570) 

City Center Martha Graham Dance 
Company is in residence till Sun 
(581 1212) 

CONCERTS 

Avery Fisher Hall Tomorrow: Kurt 
Masur conducts New York 
Philharmonic in works by Glinka, 
Tchaikovsky, Liszt and Janacek, 
with violin soloist Sarah Chang. 
Thurs, Fri morning. Sat and next 
Tues: Zdenek Macal conducts 
Rossini, Mozart and Dvorak, with 
flute soloist James Galway. Fri 
evening: Seiji Ozawa conducts 
Boston Symphony Orchestra in New 
York premiere of Henze's Eighth 
Symphony, plus works by Berlioz. 
Oct 22: Masur conducts Leipzig 
Gewandhaus Orchestra (875 5030) 
Carnegie Hall Tomorrow: Peter 
Serkin plays Bach's Partita No 6 
and Goldberg Variations. Fri and 
Sa£ Larin Maaze) conducts 
Pittsburgh Symphony Orchestra 
in two programmes, including 
symphonies by Brahms and Mahler. 
Oct 28, 29, 30: Claudio Abbado 
conducts Berlin Philharmonic (247 
7800) 

■ PARIS 

OPERA/DANCE 
Opera Bastille This month's 
repertory Is Der fliegende Hollander 
and Lee Contes d'Hoffmann. The 
Wagner (final performances tonight 
Wed, Fri, next Mon) Is staged by 
Werner Herzog and conducted by 
MyungrWhun Chung, with 
alternating casts. The Offenbach 
(next performances tomorrow, Thurs, 
Sat) has a cast led by David 
Rendali, Gregory Yurisich and 
Luclana Serra (4473 1300) 


Palais Gamier Twyla Tharp and 
Dancers are fn residence from Wed 
tfll Sat with two programmes. Oct 
23-Nov 3: Ballet de I' Opera de Paris 
presents a Jerome Robbins 
programme (4742 5371) 

Th65tre de la Vifle French 
choreographer Karine Saporta 
presents a new work featuring 
dancers of the Centre 
Choreographic National de Caen. 
Daily from Wed to Sat (4274 2277) 
Ch&tefet Frankfurt Ballet is In 
residence from Oct 20 to 30 with 
two William Forsythe programmes 
(4028 2840) 

CONCERTS 

Th&ttre Champs-Elysdes Tonight 
Vladimir P on kin conducts New 
Symphony Orchestra of Moscow 
In a Rakhmaninov programme, 
featuring the Second Piano 
Concerto (Nelson Goemer) and 
one-act opera The Miser! ey Knight. 
Thurs: Philippe Hdrreweghe 
conducts La ChapeHe Royale in 
sacred works by Gesualdo and 
Lassus. Sat David Shaflon conducts 
Jerusalem Symphony Orchestra 
in Mozart Bernstein and Brahms. 
Sun morning: Musicians from 
Marlboro play chamber music by 
Mozart and Mendelssohn. Next 
Mon: Jean-Phillppe Co I lard piano 
recital. Next Tues: Lucia Allberti 
sings Italian opera arias. Oct 21; 
Jose Carreras. Oct 27, 28: Riccardo 
Muti conducts Orchestra National 
de France. Oct 29: Seiji Ozawa 
conducts Vienna Philharmonic (4952 
5050) 

Salle Pleyel Wed, Thurs, Fri: 
Semyon Bychkov conducts 
Orchestra de Paris In works by 
Shostakovich and Zemlinsky, with 
vocal soloists Edith Wiens and Eke 
Witm Schulte. Oct 20, 21: Boulez 


conducts Messiaen (4561 0630) 
Maison de Radio France Sat 
Yehudi Menuhin conducts Orchestra 
Philharmonic de Radio France in 
symphonies by Bizet and Beethoven 
(4230 1516) 

Salle Gaveau Sun morning: Marc 
Minkowski conducts Les Musicians 
du Louvre in works' by Leclair and 
Telemann (4230 1516) 
JAZZ/CABARET 

• Chubby and Duffy Jackson 
Quintet pairing veteran swing 
bassist Chubby with his virtuoso 
percussionist son Duffy, are in 
residence this week at Lionel 
Hampton Jazz Club. Music daily 
from 22.30. Oct 18-30: New York 
Voices (Hotel Mertdien Paris Etoile, 

81 Boulevard Gouvion St Cyr, tel 
4068 3042) 

• Paris International Jazz Festival 
takes place during the last 10 days 
of the month, with a line-up 
including Betty Carter, Steve 
Grossman Quartet and Bill Evans 
Band Concerts take place at 
Theatre de la Ville and Maison de 
Radio France (4274 2277/4230 1516) 
THEATRE 

Jorge Lavelii's Avignon Festival 
production of Edward Bond's latest 
play, entitled Maison d'Arrtt opens 
on Wed at Theatre National de ia 
CoIRne (4366 4360). Bob Wilson’s 
stage adaptation of Virginia Wooffs 
Orlando, starring Isabelle Huppert 
runs daily except Mon till Oct 24 
at Odeon-Theatre de I'Europe (4441 
3636). Theatre de Gennevliliens has 
Shakespeare's Macbeth, directed 
by Bernard Sobei, till Oct 31 (4793 
2630). Theatre Nantetre-Amandiers 
has Eugene O'Neill's Desire under 
tihe Elms, directed by Matthias 
Lartghoff, till Nov 4 (4614 7000) 


Straussian orchestral score 
with lucidity. His performance 
of the Suite from le Bourgeois 
CentiUiomme was tightly con- 
trolled, but also characterful, 
witty, cool-headed and chaste 
where others might surrender 
to its lusher moments. 

As to the Pulcinella. there 
was no comparison between 
this and Simon Rattle's recent 
performance at the Proms, 
which in retrospect was effort- 
ful and sluggardly (though he 
did have more players weigh- 
ing the music down). Davis 
and his chamber-sized BBCSO 
had shed pounds of excess fat 
and emerged slimmer, fitter, 
scintillating in the way one 
always imagined this music 
should be. Lynne Dawson, 
John Graham-Hall and David 
Wilson-Johnson made a fine 
trio of vocal soloists. Unqualif- 
ied delight. 

Final Strauss and Stravinsky 
concert at the Royal Festival 
Hall on 12 October 


ARTS GUIDE 

Monday: Berlin. New York 
and Paris. 

Tuesday: Austria. Belgium, 
Netherlands, Switzerland, 
Chicago, Washington. 
Wednesday: France, Ger- 
many, Scandinavia. 
Thursday: Italy, Spain. 
Athens, London, Prague. 
Friday: Exhibitions Guide. 

European Cable and 
Satellite Business TV 
(All times are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 
Reports 2130 

Thursday Sky News: 
Financial Timas Reports 
2030; 0130 

Friday Super Channel: 
European Business Today 
0730: 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 
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T he grey, trawler-like 
ship moored in front 
of the famous steps at 
the port of Odessa 
flies one of the rarest sights on 
the seas: the blue cross and 
trident emblem of a Ukrainian 
naval flag. 

The Slavutich. an intelli- 
gence-gathering vessel, repre- 
sents a quarter of Ukraine's 
fledgling navy. During its two- 
year naval dispute with Rus- 
sia, independent Ukraine has 
bagged one light frigate that 
defected from the rest of the 
fleet and has commissioned 
ships that were under con- 
struction at its shipyards - a 
frigate, another Light escort 
ship and the Slavutich. It also 
has a hovercraft. 

The remainder of the once- 
proud Black Sea fleet, which 
traces its traditions back to 
Empress Catherine the Great 
of Russia, remains in an 
extraordinary post-Soviet 
limbo. 

A summit on September 3 
between Ukraine’s President 
Leonid Kravchuk and Russia's 
President Boris Yeltsin at Mas- 
sandra in the Crimea appeared 
to have settled the fleet's 
future status. Ukraine would 
give up its entitlement to half 
the 300-vessel fleet. In 
exchange. Russia would write 
off Ukraine's debts to It for oil. 
gas and electricity, estimated 
at SS^bn. 

But Ukraine has been back- 
tracking ever since. A joint 
Ukrainian-Russian commission 
was set up for more detailed 
discussions, but the Massandra 
pact now seems to be a dead 
letter. The other agreement 
reached there, allowing Russia 
to take away strategic nuclear 
weapons deployed in Ukraine, 
has also run aground, with the 
two sides differing about what 
they actually signed up to. 

Mr Yeltsin negotiated the 
naval deal from a position of 
strength. From a Russian view- 
point, it seemed financially 
quite generous. Mr Kravchuk 
had to take it or leave it 
But back In Kiev Mr Krav- 
chuk met stifT opposition 
inside and outside the govern- 
ment. The first question put by 
a journalist was how he felt 
about betraying his country. 
His defence minister at the 
time. General Konstantin 
Morozov, quickly distanced 
himself , saying he could not be 
responsible for defending 
Ukraine's southern flank if the 
deal was implemented. He quit 
the government last week. 

Ukrainian officials now say 
the agreement was only to 
study the question of a sale, 
emphasising that the ships-for- 
debt scheme was a Russian 
proposal. 


A navy 
all 

at sea 

Ukraine is 
backtracking 
on the Black 
Sea deal, says 

David White 

Last week's violent show- 
down in Moscow between Mr 
Yeltsin and his political oppo- 
nents has complicated the 
issue still further - reinforcing 
the Russian military's political 
influence and at the same time 
making Ukrainians even more 
wary of their volatile big 
neighbour. 

The fleet, with 70,000 person- 
nel. about 40 major warships. 
18 submarines, some 350 other 
vessels and a similar number 
of aircraft and helicopters, has 
been the focus of tension 
between the two countries. But 
more contentious than the 
ships themselves are the shore- 
based support facilities, above 
all the Crimean headquarters. 

Kravchuk warned: 
"We could well 
have lost 
both the fleet 
and the Crimea 1 

Sevastopol. Russia's now dis- 
banded parliament outraged 
Ukrainian nationalists by ques- 
tioning the Crimea's status as 
part of Ukraine and passing a 
resolution in July claiming 
Sevastopol. The Crimea, with a 
majority Russian population, 
was given to Ukraine in 1954, 
when no one foresaw the 
break-up of the Soviet Union. 

Mr Kravchuk, trying to jus- 
tify himself on television, 
warned that pressing Ukraine's 
naval claims could have 
sparked a revolt. “We could 
well have lost both the fleet 
and the Crimea.*' he said. 

Kiev's position is that the 
Russian and Ukrainian navies 
must be separated and that the 
Russians must in time, with- 
draw from Ukraine. Officials 
say facilities could be shared 
while Russia builds an alterna- 
tive base. Ukraine proposed at 
Massandra including a protocol 
about renting Crimean bases. 


But. say the officials, the Rus- 
sian side would not accept the 
concept of rent, since that 
would acknowledge Ukraine's 
ownership. 

Earlier accords have been 
equally flimsy. Moscow's first 
plan was to assign the fleet, or 
at least its main warships, to 
the Commonwealth of Indepen- 
dent States' joint forces. In 
January last year, a framework 
agreement was reached to give 
part to Ukraine. There fallowed 
three summit deals prior to 
Massandra: 

• June 1992, in the Russian 
Black Sea resort of Dagomys. 
The fleet would in principle be 
split 

• August 1992, at Yalta. Up to 
1995, the fleet would come 
under a joint commander, 
answering to both presidents. 
This was unpopular in 
Ukraine. 

• June 1993. in Moscow. The 
fleet would be split 50-50, with 
joint use of Sevastopol 

This latter plan, implementa- 
tion of which was due to start 
in September, provoked near 
mutiny among the fleet’s con- 
servative. Russian-dominated 
officer corps. The joint com- 
mander, Russian Admiral 
Eduard RaiHn called it “ min , 
ous". He had to stop his offi- 
cers repeating their protest of I 
the previous month, when two- 
thirds of the fleet hoisted the 
Tsarist-era Russian naval flag, 
a blue St Andrew's cross. 

For now. the fleet’s warships 
have orders to fly the Soviet 
navy flag, one of the last 
remaining institutions to carry 
the old emblems. But tugs and 
other auxiliaries in Sevastopol 
fly Russian ensigns, and a cor- 
ner of the harbour is reserved 
for the tiny Ukrainian-flag 
navy. It is. according to one 
military observer, “a complete 
farce". 

Ukraine is clearly ready to 
relinquish at least part of its 
theoretical 50 per cent share. 
Officials admit the fleet is of 
less military than economic 
interest to the country. “Many 
of the ships are old. We can 
sell them ... to Russia or 
another country." 

On the other hand, the 
Ukrainians want to build up a 
proper navy to protect their 
600-mile coastline and shipping 
lanes. By 1995 they will have 10 
warships built. Shortly to join 
the fleet is a guided-missile 
cruiser, provisionally chris- 
tened Bohdan Khmelnitsky, 
after the 17th-century leader of 
a Cossack rebellion against 
Poland. Ironically, the same 
man is held responsible for 
subsequently subjecting 
Ukraine to the rule of Moscow. 
For nationalist Ukrainians it 
might seem a bad omen- 


M r Paul Moulton. 

the head of 
Costco Europe, a 
subsidiary of the 
US group, jokes about his 
recent visit to the UK Depart- 
ment of Trade and Industry to 
discuss plans to bring ware- 
house clubs - which offer cut- 
price goods to members in no 
frill stores - to the UK. 

“Who did I have to speak 
to?” he asks. “A guy named 
Sainsbury.” 

The reference is to Mr Tim 
Sainsbury, trade minister and 
cousin of Mr David Sainsbury. 
chairman of one of the UK’s 
biggest retailers, J Sainsbury. 
Mr Moulton does not imply 
any impropriety in the rela- 
tionship between the group 
and the DTI: his point is that, 
for outsiders trying to enter 
the UK retailing market, 
chains such as Sainsbury, 
Tesco and Safeway are power- 
ful and ubiquitous opponents. 

Now the “big three" chains 
have taken the unprecedented 
step of launching joint legal 
action against their potential 
competitor. The High Court 
will next week hear an applica- 
tion from the three for the 
quashing of planning consent 
for Costco's first UK ware- 
house club, at Thurrock, 
Essex. They say it was wrongly 
assessed as a wholesaler, 
rather than as a retailer. 

The superstore chains have 
Instigated legal action, on the 
samt» grounds, against another 
warehouse club project by UK 
cash-and-carry operator Nur- 
din & Peacock at Wednesbury. 
west Midlands. 

The “big three" say they are 
opposing the clubs on a point 
of principle in p lanning law. 
But Mr David Poole, chief exec- 
utive of Nurdin & Peacock, 
accuses the big three of a "sin- 
ister" attempt to “strangle 
warehouse clubs at birth”. 

Nervousness on the part of 
the big grocers caused by the 
arrival in the UK of a new 
breed of retailer is understand- 
able. In the US, the five biggest 
warehouse club chains have 
grown from virtually nothing 
to sales of more than 828bn last 
year. Their combined operating 
profits exceeded 3760m. 

The concept of warehouse 
clubs is simple. They use large 
sheds to sell a range of about 
3.500 goods, from cat food to 
camcorders, at low prices - 25 
per cent or more below high 
street prices - to a limited 
membership of trade custom- 
ers and individuals. 

Costs are kept low by select- 
ing cheaper sites that many 
retailers would reject and cut- 
ting frills, such as expensive 
fittings. The clubs make 
money by shifting large vol- 


Ne!I Buckley on a row between UK supermarkets 
and newly arrived warehouse chibs 

New boys braced 
for store wars 
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Focus On 

Investment Banking 





In October's issue of 
The Banker, we 
launch a major new 
section covering 
the burgeoning 
Investment Banking 
scene. 
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This month's issue covers: 

• GE Capital's takeover of GPA 

• Viewpoint - Morgan Stanley on Privatisation in 
Europe 

• Abbey National and Baring Brothers - joint venture 
on derivatives 

• Privatisation in Italy 

No serious banker or international financier should be 

without it. 

Order your copy now. From all good newsagents , 

Or telephone: + 44 71 405 6969 
Fax: +44 71 242 2439 
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umes and from the $25 to $35 
annual fee levied on members. 

Goldman Sachs, the US 
investment bank, has forecast 
that the dubs could "turn the 
UK retail scene upside down” 
and achieve sales of £2bn a 
year wi thin io years. As super- 
market margins in the UK are 
typically two to three times 
higher than in the US, ware- 
house clubs would not have to 
cut their margins as much to 
undercut the opposition. 

But if this spells uncertainty 
for UK retailers, the stakes for 
Costco are also high. Its drive 
to expand overseas is prompted 
partly by the much tougber 
conditions which US ware- 
house clubs face at home. 

Increased competition has 
led to saturation in some areas, 
while general-purpose outlets 
such as Costco are being chal- 
lenged by a new generation of 
clubs specialising in products 
such as electrical goods. Uist 
summer. Price Co. which pio- 
neered the warehouse club 
business, was forced into a dis- 
tress merger with Costco. 

The big three UK supermar- 
kets insist fear of competition 
is not the reason for their bat- 
tle against Costco and N&P. 
They say it is unfair that ware- 
house clubs are classified as 


wholesalers. Planning consent' 
is easier to obtain for wholesal- 
ers than for retailers because 
less detailed information Is 
required on. say, the impact on 
other shops or the environ- 
ment. The supermarkets say 
tha t in the US individuals, as 
opposed to businesses, account 
forabout 35 per cent of ware- 
house club customers and a 
higher percentage of turnover. 

The fears that the 
big retailers may 
have about the 
new arrivals could 
be unnecessary 

“We are not interested In 
denying warehouse clubs their 
place in the UK market," says 
a spokesman for the big three. 
“We are just asking for every- 
one to have to play by the 
same rules.” 

The government has tried to 
clarify the dispute. A depart- 
ment of the environment plan- 
ning policy guidance note, 
PPG6, advises local authorities 
that “planning decisions 
should regard [warehouse 
clubs] as retail uses”. Mr John 
Gammer, environment secre- 




tary, told Conservatives in 
Blackpool last week he would 
"damp down ;on shops which 
masquerade as warehouses to 
avoid planning restrictions”. 

But PPG6 does not have the 
force of law and has been disre- 
garded by Hertsmere borough 
council, Hertforshire, , which 
last month awarded wholesale 
planning permission for a sec- 
ond Costco warehouse chib, at 
Bushey, outside London. 

Safeway, Sainsbury and 
Tesco say they want to estab- 
lish a legal definition of ware- 
house dubs as retailers to con- 
firm the government's policy 
guidance. 

' For Costco, Mr Moulton dis- 
putes that warehouse dubs are 
retailers, saying that Costco is 
aiming to attract bumness from 
trade customers. He expects 
most customers to be small 
independent shops, restaurants 
and cafes.. But Mr Moulton 
says the food supo-stores' case 
is largely based on allegations 
that Costco failed In some 
cases to follow planning proce- 
dure to the letter. “It is over 
process rather than issues,” he 
says. Safeway, Sainsbury 
and Tesco are, he believes, 
frying to obstruct Costco. 

Even if Costco lost , next 
week the long-term furore of 


warehouse dubs need not be 
jeopardised- ft could delay and 
push up the cost of Costco's 
projects at Thurrock and 
Bushey. and N&P's project at 
Wednesbury, forcing them to 
submit, hew applications for m 

-planning consent. Future " 
developments may take longer 
and cost more in the planning 
stages. But the advantage 
warehouse clubs have in being 
able to use cheaper sites will 
remain. Mr Richard Hyman, 
chairman of Verdict, the retail 
research company, says: “Will 
a negative judgment put their 
costs up? Yes. Will it make 
thfHn pay a bit more for their 
land? Yes. Will it stop them? 
Definitely not.” 

- However, the feats that the 
big retailers may have about 
the new arrivals could be 
unnecessary. Verdict estimates 
that, In the foreseeable future, 
the clubs are unlikely to 
account for more than about 2 
per cent of the total retail mar- 
ket. "Evidence In the US is 
that the clubs cream off a little 
bit erf business across a range 
of sectors,” says Mr Paul Mor- 
ris, retail, analyst at Goldman 
Sachs. 

Moreover, the big three's 
campaign . could have back- 
flred. One senior executive of a 
warehouse dub operator says: 

“A few months ago, I was sit- 
ting with the marketing direc- 
tor wondering how on earth we 
could educate the British pub- £ 
lie about warehouse dubs. The 
supermarkets have done the 
job for us." 

Some retail industry observ- 
ers believe that the big three 
retailers' action reflects wider 
problems. The recession, cus- 
tomers ’price sensitivity, the 
influx into the UK of other cut- 
price operators, such as Aldi of 
Germany, the increasing 
number of stores chasing sales 
in a fairly static market, have 
put extra pressures oh the 
large supermarkets, 

“They are feeling very vul- 
nerable," says Mr Hyman. "In 
no other retailing sector have* - 
the leading players had such”' 
control. But for the first time 
for a decade, these people don't ^ 
know what is going to happen, 
six or . 12 months down .the 
line." ' 

Critics who see the big 
supermarkets' joint, efforts to 
halt the warehouse clubs as 
evidence that they are really a 
cosy cartel may be exaggerat- 
ing. Yet the vigour; of their 
response suggests they may 
fear a bigger threat to their 
dominance of food retailing 
than they have so for been 
ready to admit in public- 

AdtHtumal reporting by Ouy de 
Jbnquiires 
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From Ms Amanda Bennett 

Sir. At last. Your report of 
the Euro Link Age study of age 
discrimination (“Ageism in the 
workplace", October 7) rightly 
asks why a large part of the 
country's workforce is con- 
stantly swimming against the 
tide. As well as changes to pen- 
sions and retirement arrange- 
ments. we can learn a lot from 
how other countries organise 
their affairs. 

This week people who care 
about age discrimination will 
examine what is on offer for 
older workers throughout 
Europe at a big European Year 
conference (October 11-13). The 
aim is to encourage all employ- 
ers fully to recognise the value 
of their older staff, and to train 
them to the limits or their 
potential. But everyone 
throughout industry and com- 
merce needs to look at their 
own attitudes towards older 
people in their workplace, and 
at the effects of their employ- 
ment practices across the 
board. 

In this European Year the 
tide must be turned on this 
particularly insidious and 
destructive form of discrimina- 
tion. 

Amanda Bennett. 
general secretary. 

Age Concern. 

Astro/ House, 

1268 London Roada. 

London SWIG 4ER 


From Mr Scott Denman. 

Sir, Ann Bisconti. employed 
by the US nuclear industry to 
paint rosy pictures, makes a 
valiant, but vain attempt at 
statistical revisionism in her 
letter, “US public backs 
nuclear energy option" (Sep- 
tember 29). 

All recent Independent 
national opinion surveys not 
generated by the nuclear 
industry definitively show that 
Americans have had enough of 
the costly, dangerous and unre- 
liable nuclear power “option". 
Since 1982, the Harris polls, 
Breglio/Lake and Frede- 
rick/Schneiders have all found 
that 60 per cent or more of all 
Americans “oppose the build- 
ing/construction of more 
nuclear power plants in the 


US”. In fact, each year since 
1975 that this unambiguous 
question has been asked, the 
result has always been a 
steady increase In opposition. 
In 1992, 65 per cent of those 
polled were opposed to more 
nuclear power development 
• The 1992 poll by Frederick/ 
Schneiders, co mmiss ioned by 
the Safe Energy Communica- 
tion. Council, found that 76 per 
cent of Americans want the 
nation to give fop' priority to 
renewable resources (like 
solar, thermal and wind), 
energy efficiency and conserva- 
tion, and natural gas (in that 
order). Nuclear power was 
placed a distant fourth with 
only ll per cent 
It is time for Ms Bisconti and 
other nuclear cheerleaders to 


face the music of the market 
place. Despite receiving 65 per 
cent of all US energy research 
and development funds since 
1948, every US nuclear power 
plant ordered since 1973 has 
been subsequently cancelled. 
From main street to Wall 
Street, the nuclear "option” 
has fofiad the economic litmus 
test The problem of sage, per- 
manent nuclear waste disposal 
remains intractable and 
unsolved. Safer, cleaner and. ^ 
cheaper options exist today ih(| 
the US and abroad. 

Scott Denman, 
executive director. 

Safe Energy Communication 
Council 

1717 Massachusetts Ane, NW. 

Suite 805, 

Washington DC 20036. US " 


Market place confused on environment 


From Dr A S Heame. 

Sir. Ian Rodger ("Accounting 
for 'green' efforts", September 
29) is critical of Cuba's recent 
corporate environmental 
report for its apparent lack of 
clarity and comprehensiveness. 
He is focusing on the wrong 
target. He should be focusing 
upon the way the market place 
is treating environmental 
issues. 

Despite expressions of good 
intent from governments and 
inter-governmental agencies, 
the market is in a state of con- 
fusion. There is no obvious 
way of turning sustainable 
development into sustainable 
profits, particularly when the 
economy needs rebuilding after 


recession. Consumers are 
showing resistance to paying a 
premium for environmental 
goods. Many companies, rather 
than adopting the government 
preferred route of Batneec 
(Best available technology not 
entailing excessive cost) are 
driven by poor profitability" 
Catnip (Cheapest available 
technology not involving pros- , 
edition)! 

E n viro nme ntal management .1 
systems from the British Stan- I 
danfo Institute (BS7750) and 
the EC (Bmas) are complex, 
confusing and unnecessary for 
the vast majority of busi- 
nesses. The EC eco-labelling 
initiative Is proving difficult to 
get into effective operation. 


(How' do all those bureaucratic. 
processes fit 'with de-regula- 
tton?) 

1 With such a confused market - 
we cannot expect companies to 
be clear about the best ways of=^. 
reporting. When the legisla-^ 
tors, institutional ‘ investors 
and consumers are clear about 
what they want, the market 
will deliver fit and companies 
will tell lis how it is done. The 
; cart needs a horse - preferably 
at the front 
A 8 Heame, 
managing director, 

BPS Croup. 

Centurion Court, 

_ 85 Milton Park, _ 

Abingdon, 

Oxfordshire 0X14 4JEY . . 




A question mark over gains expected from a Gatt agreement 

From C A Roussapaulas. I income itself in 2002, which j probably far greater impor- l on the ' altkr oi 
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From C A Roussapaulas. 

Sir. I wish to question Sam- 
uel Brittan's presentation of 
the gains to be expected from a 
successful conclusion to the 
General Agreement on Tariffs 
and Trade negotiations 
< “Where Gatt’s S20Ubn really 
comes from". October 4). 

First, the reference to net 
world annual gains of S213bn a 
year by 1992 is in itself no 
more than a rhetorically stun- 
ning device. Its real signifi- 
cance is indeed best shown as 
0.75 per cent of world income 
at that time, plus or minus an 
uncertainty factor which prob- 
ably exceeds that figure, and 
which should be seen in the 
context of uncertainties in the 


income itself in 2002, which 
can hardly be less than plus or 
minus Si -3001m. Nor may it be 
assessed, as he suggests, as a 
third of a normal year's growth 
because it is not a renewable 
extra element each year, but, if 
it arises, a once for all increase 
to a first order of approxima- 
tion. it may also be compared 
with Inherent errors in the 
estimations of past actual 
incomes which themselves are 
likely to exceed that 0.75 per 
cent In other words, the even- 
tual effect will be so small as 
to be untraceable. 

Second, one cannot confine 
oneself to a purely technical 
economic analysis - there are 
factors to be considered of 


probably far greater impor- 
tance to the man in .the she et 
than a financial effect of 0.75 
per cent, even if economists 
prefer to neglect .them because 
they are outride their frame of 
reference, or because, it. has 
become politically incorrect In 
recent years to , question 
whether wholly free markets 
me always a good thing. 

The experience of quasi&ee 
global financial markets -in 
which aleatory surges of Gada- 
rene financial opinion often 
swamp longer-term aspects 
would suggest that the erec- 
tion of partially autarkic zones, 
acting like dams on a greet, 
river, may save minio ns of -peo- 
ple from sacrificial drowning 


on the ' altar ' of abstract 
.three-quarter per cent trade 
theory' 1 without reducing the . 
availability of water. While the . 
Soviet extremity of the ecorj$ 
nomlc spectrum has been spec-*-' 
tacularly /discredited, one . 
shquld also note, that the oppo- 
site end* p&chaps best repre- 
sented by the -US. has equally 
deafly demonstrated its own 
limitations in. recart decades: . 

Varieljr in societies is impor- 
tant:: Nations 3 sfioiild retain . 
freedonrfo sgejs, th§fr_Grwnbal- 
ance 'between financial and • 
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Priorities for 
EC growth 


a 


AT THEIR WEEKEND gathering 
in Belgium, most European Com- 
munity finance ministers had two 
Purposes uppermost in mind The 
first was to show the Co mmu nity 
is still somehow on track for eco- 
nomic and monetary union by the 
end of the decade,, despite the 
emergency widening of currency 
fluctuation bands in August 

The second was to develop a 
strategy for economic recovery, 
without which any plan for 
improved monetary co-ordination 
- let alone the much more ambi- 
tious target of irreversibly fi-wd 
exchange rates - will founder. 

The ministers are a long way 
from accomplishing either objec- 
tive. But by apparently placing 
greater emphasis on the second 
aim rather than the first, they 
seem to be drawing sensible con- 
clusions from the crisis in the 
exchange rate mechanicm 

Ministers stressed the need to 
restore convergence of recession- 
hit EC economies, but rejected 
rigid targets for a return to 
greater exchange rate stability. 
This order of priorities is a neces- 
sary - but not sufficient - condi- 
tion for eventual resumption of 
the annual 3 per rant growth rates 
needed to bring down unemploy- 
ment: 

The ministers wisely put aside 
the earlier idea of reintroducing 
narrow ERM bands on January 1 
1994. Instead, the system will con- 
tinue indefinitely in its new flexi- 
ble form. ERM members thus have 
more opportunity to tailor their 
monetary policies to their own 
needs rather than to Germany's. 
Countries which have not yet 


Cutting red tape 


MR NEIL HAMILTON, the 
minister in charge of the UK gov- 
ernment's deregulation initiative, 
made a fine knock-about speech at 
last week's Conservative party 
conference. At one point he pro- 
duced a print-out several feet long 
listing 3,500 regulations burdening 
business and ripped it to pieces. 
Unfortunately, hacking back the 
jungle of red tape will not be as 
easy as tearing up a piece of paper 
in front of the party faithful . 
Everybody applauds the idea of 
cutting red tape in theory. But 
when it comes to repealing spe- 
cific rules, enthusiasm can rapidly 
turn to hostility. 

The snag is that one person's 
regulation is another's protection. 
Rules are used to protect workers' 
jobs, consumers' health, investors' 
wealth and even big businesses 
from competition. Regulation can 
also be attractive to the Treasury 
as an alternative to public expen- 
diture. Given the vested interests 
stacked up against an assault on 
red tape, it is not surprising that 
many observers believe the initia* 
five will run out of steam. 

The prognosis is probably not so 
dire. A deregulation bill, to be 
introduced in the autumn with 
strong backing from Mr John 
Major, will subject every regula- 
tion to a cost-compliance test. 
Given that form-filling and the 
like is estimated to cost b usiness 
2-3 per cent of GDP. calculating 
administrative costs could get leg- 
islators to think twice before legis- 
lating. Ideally, some estimate of 
the overall economic costs should 
be attempted as well. Regulation 


can prevent managers from devis- 
ing the most efficient methods of 
r unning their businesses, which is 
even more expensive than the 
crude compliance costs. 

But other took are also needed 
for an effective campaign. One 
could be to adopt ±he US practice 
of “sunset" regulation, where 
rules automatically expire after a 
certain date unless legislators 
make a conscious decision to 
renew them. Another could he to 
spell out the way that regulation 
can be counter-productive. For 
example, it seems likely that rail- 
way safety rules have so added to 
fares that passengers have 
switched to cars - a much more 
dangerous method of traveL 

The really radical approach 
would be to adopt a new philoso- 
phy to regulation. Government 
should set out general regulatory 
objectives instead of specifying 
detailed ways of achieving those 
objectives. Such an approach 
would, for example, allow a mass 
of detailed health and safety rules 
to be replaced by more generally- 
defined duties on employers to 
take care of workers’ health. The 
incentive to do so would be the 
threat of large damages. 

Mr Hamilton will win easy plau- 
dits by repealing a few dotty rules 
such as that requiring people bak- 
ing cakes at home for charities to 
have two separate sinks. But the 
riang w is that ministers will be 
content with such a piecemeal 
approach. . while leaving the bulk 
of regulations untouched. If that 
happens, the conference boasts 
will come to nothing. 


Unbending steel 


E FURTHER breakdown of 
ss on the multilateral steel 
eement (MSA) in Geneva last 
flay may not have been wholly 
p ricing , but it is dispiriting all 
same. The issue's importance 
s far beyond the steel industry. 
U the MSA is settled, there can 
no agreement on steel tariffs 
ler the GATT: and until steel 
fls are settled there can be no 
elusion to the Uruguay Round, 
i by the end of this year, 
he sticking point last week 
ms to have been the same as 
we. Although 30 countries are 
rived, the nub of the argument 
earns the US and the EC. The 
negotiators condemn EC rab- 
ies; the EC negotiators rail 
fast US tariffs. It is inconcav- 
i that either tariffs or subsidies 
Id be abolished, by the end of 
year at any rate. US cofapa- 
s are entitled to protection 
ler US anti-dumping legisla- 
l EC voters will not accept 
isive steel closures without 
sidies to ease the pain, 
be EC steel crisis is at the root 
Eie difficulty in more ways than 
, Mr Karel van Miert. the EC s 
raetitioa commissioner, has to 
form the usual Brussels jug- 
g act between the competing 
is of member states whUe at 

» time staying within the 

rules on subsidies and ^ate 

On top of aU that be has to 

himself whether the result 
satisfy the negotiators arouiri 
MSA table. It seems a lot to 
get by Christmas. 

>rhaps the situation looks 
uly gloomy in a European per 


spective. There is a view in Wash- 
ington which says that agreement 
was scarcely to be expected this 
far away from the dead l ine : wait 
till next month, and it will be 
another matter. In any case, runs 
this argument, the Clinton admin- 
istration has in recent weeks 
spent as much time listening to 
US steel users, who are naturally 
opposed to tariffs, as it has to pro- 
ducers. If Mr Clinton Is turning 
his back on big steeL this cer- 
tainly represents a break with tra- 
dition. This is also an administra- 
tion which believes in industrial 
policy, at least by comparison 
with its two predecessors. It is 
therefore more likely to see eye to 
eye with Brussels on matters of 
ideology. 

If this proves the case, well and 
good. It is worth considering what 
steps to take if it does not Some- 
how or other, the GATT negotia- 
tors seem to have got themselves 
into a position in which momen- 
tous issues of world trade cannot 
be agreed in principle until the 
details of one particular commod- 
ity have been hammered out in 
practice. This seems a pwuMy 
perverse mismatch, given that the 
commodity in question is beset by 
difficulties caused not merely W 
the world recession but by the fan 
of the Berlin Wall. It would 
plainly be preferable for the MSA 
to be agreed by the year rad. If it 
cannot, it would be sensible for 
the GATT negotiators to be prag- 
matic. Fix the outlines of a steel 
tariff agreement, settle the Uru- 
guay Round, and tidy up the 
details later. 



made use of their flexibility to 
make more aggressive cuts in 
short-term interest rates should be 
preparing to do so. 

The French government argues 
that, by not responding to the 
August widening of bands with 
greater monetary easing, it has 
sustained sufficient credibility to 
enable Jong-term French interest 
rates to fall to German levels, hi 
spite of the strains of unificatio n, 
yields on long-term German debt 
are now just below 6 per cent, for 
only the third time in 25 years. 

However, precisely because of 
France’s achievement in reducing 
its inflation rate to well below 
Germany's, real long-term interest 
rates in France, as in most other 
EC countries, are still too high 

An important pre-condition for 
the necessary further fan fa capi- 
tal market interest rates, fa Ger- 
many and elsewhere, is that Ger- 
many itself reaches long-delayed 
convergence with most of its EC 
partners by reducing its inflation 
rate to the Bundesbank's 2 per 
cent target 

To prepare the way for recovery, 
EC governments need to reassert 
fiscal control and to implement 
growth-generating measures. One 
welcome sign is the effort many 
EC countries are now malting to 
cut rigidities in labour markets. 
As Mir Jacques Defers, the Com- 
mission president, stated at the 
weekend, a quick EC escape from 
recession is unlikely. But by re-es- 
tablishing the primacy of eco- 
nomic reality over political vision, 
the Community is helping to 
ensure that the recovery, when it 
comes, will be sustainable. 


It is a fair bet that 
most of Europe's 
state telecommuni- 
cations companies 
will be privatised 
over the next five 
years. 

By the end of the decade, telecom- 
munications could be Europe’s larg- 
est equity sector, ahead of hanking 
“fa the next three years alone, tele- 
coms companies with combined cap- 
italisation of $44tm look set to come 
to market," says Mr Richard Ryder, 
telecoms analyst at Salomon 
Brothers. 

The pressure to privatise comes 
from three sources: overburdened 
state budgets; under-resourced state 
telecommunications networks; and 
the liberalisation of national and 
international telecoms markets, 
which Is undermining toe position 
of state monopoly public telecom- 
munications operators (PTOs). 

The balance of pressure varies 
between countries. But none is 
immune and, with the European 
Co mmun ity now resolved to liberal- 
ise national markets for voice tele- 
communications traffic from Janu- 
ary 1998. pressure can only 
increase. 

The predicament of Ireland’s Tele- 
com Eireann illustrates the position 
Of Europe's small and meHinm-fiiyd 
PTOs. fa some respects, IE is not 
unfavourably placed. Ireland has 
been granted a five-year extension 
beyond the 1998 competition dead- 
line. so a state-owned TE could bide 
behind its monopoly for another 
decad e . After a heavy investment 
programme fa the late 1980s, three- 
quarters of Ireland’s exchanges are 
digital and TE provides an array of 
value-added services such as call-i- 
temisation on bilk 
Yet few TE executives believe the 
status quo is viable, even fa the 
medium term. Overseas operators 
offering businesses call-back and 
leased- line facilities are fast eroding 
TE’s international revenue. To 
staunch the flow, a recent radical 
“rebalancing" of tariffs has reduced 
TE’s international prices sharply, 
while increasing fecal charges. 

But that Is only a palliative. Inter- 
est charges on 1 980s investment are 
consuming half of TE’s operating 
profit. If margins continue to fall , 
TE’s investment plans will suffer, 
so will the profits the government 
creams off. 

The worst-case, but plausible, sce- 
nario for five years hence is dire. It 
has overseas operators forcing 
down TE’S internati onal tariffs and 
taking a large slice of its profit; 
with dearer local calls, voters are 
attracted to claims that price cuts 
will result from competition from, 
say. cable TV operators offering 
telephone services; and state-owned 
TE is left with a Slim debt, an age- 
ing network, 10,000 employees and a 
universal service obligation in a 
country with more remote rural 
subscribers than New Zealand. 

It is not surprising, then, that TE 
is engaged in talks with (fable and 
Wireless, the UK group, about a 
possible alliance. When news of the 
C&W talks broke in the spring, 
Brian Cowen, Ireland’s communica- 
tions minister insisted that “privati- 
sation is not an the agenda”. Yet in 
accepting that alliances were vital 
to maintain TE’s position “in a sec- 
tor which is moving at an accelerat- 
ing rate", he highlighted the 
dynamic likely to prompt privatisa- 
tion sooner or later. 

The scale of toe sales involved fa 
these privatisations is breathtaking. 
Severing links between PTOs and 
the public sector confronts estab- 
lished interests at every turn. The 
regulatory imp l ica t ions are equally 
far-reaching, challeng in g notions 
that the state ghnuirf control "stra- 
tegic" industries. 

For investors, telecoms compa- 
nies and merchant banks queueing 
to offer their services, the opportu- 
nities created by privatisation are 
legion. Current evidence suggests 
former state PTOs will head the list 
on most of Europe’s stock 
exchanges in terms of capitalisa- 
tion, opening up a large blue-chip 
sector for institutional Investors. 
Telecommunications companies 
keen to diversify will have an array 
of new strategic options. 

The UK led the way on telecoms 
privatisation. The sale of British 


The pressures to privatise 
telecommunications in the EC look 
irresistible, writes Andrew Adonis 

Whose line is 
it anyway? 


Telecommunications was completed 
this summer, nine years after the 
disposal of the first tranche of gov- 
ernment Shares. At nearly £27 bn, 
BT has a capitalisation far ahead of 
any other UK-based company. 

Across the rest of western 
Europe, the industry can be divided 
into four broad groups. 

• Listed companies. Part or all of 
the PTOs of Denmark. Spain, Italy 
and Portugal are listed companies. 

Only a third of the shares in Tele- 
fonica, the Spanish operator, are 
still owned by the state. Nearly half 
of the shares of Stet, the Italian 
telecommunications holding com- 
pany, which controls six operating 
and manufa cturin g companies, are 
fa private bands. Marconi, one of 
Portugal's three state operators, 
which handles international traffic, 
is only 51 per cent state-owned. 
Eleven per cent of the shareholders 
fa Tele Danmark, the Danish PTO 
formed two years ago from the 
merger of four regional operators, 
are non-government 

The Danish government plans to 
reduce its PTO stake to 51 per cent 
over the next year, probably in a 
sale next spring. Both the Spanish 
and toe Italian governments are 
likely to reduce their PTO holdings 
before long. The Portuguese tele- 
coms industry is being rationalised 
and further privatisation is under 
discussion. 

• Companies to be privatised from 
scratch. Germany mid the Nether- 
lands are the principal randiriatre 
A bill to privatise KPN. the Dutch 
postal and telecommunications 
operator, is before the Dutch parlia- 
ment Legislation to alter the Ger- 
man constitution is to be intro- 
duced this autumn to allow for the 
sale of shares fa Deutsche Telekom. 
More tentatively, Turkey’s govern- 
ing coalition has agreed to privatise 
49 per emit of toe country’s PTO. 

• State-directed PTOs. A decade 
ago. virtually all Europe's PTOs fell 
into this category. Only Austria. 
Norway. Luxembourg and Switzer- 
land are likely to remain there. 
Should the Greek socialists take 
power after yesterday’s election, Mr 
Andreas Papandreou, their veteren 
leader, is pledged to halt the privati- 
sation of OTE. toe Greek PTO. Its 
fate thereafter is undear. 

• Corporations. Five PTOs - those 
of Belgium. Finland, France, Ireland 
and Sweden - are, or soon will be. 
corporations. Although still owned 
by the state, as corporations they 
have legal autonomy and substan- 
tial operational independence. 

Most of the corporations are head- 


*In the next three 
years, telecoms 
companies with total 
capitalisation of 
$44bn look set to 
come to market’ 


fag towards privatisation at greater 
or lesser speeds. "Given the pres- 
sure to introduce competition and 
fund expensive investment pro- 
grammes. I would expect most of 
them to be in the private sector 
within five years," says Ms Kathy 
Burrows, telecoms analyst at Data- 
quest Europe, a consultancy. 

What differentiates them is 
mainly how open their governments 
are about the likelihood of privati- 
sation. Ireland’s centre-left govern- 
ment repudiates the notion. By con- 
trast, Belgium's prime minister has 
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indicated general support for priva- 
tisation of Belgacom. His govern- 
ment is under intense pressure to 
reduce the country’s deficit, now 
approaching 7 per cent of GDP, and 
privatisation receipts are an allur- 
ing prospect. 

In July, Belgacom forged a strate- 
gic alliance with Pacific Telesis 
(Pactell, the US regional operator, 
to build Belgium’s new digital cellu- 
lar network. Pactel will take a 25 
per cent stake in the network and 
participate in management. The 
deal is widely regarded as a trial 
run for frill privatisation - although 
almost certainly with a different, 
possibly European, partner. If the 
politicians can agree a scheme, a 
sale may not be far off. 

Europe's telecoms privatisations 
will not be carbon copies of each 
other. Each PTO has peculiarities of 
its own. In particular, the status of 
employees varies widely. Those 
countries, like Germany and Bel- 
gium, where most employees have 
civil service contracts, face a legal 
and political minefield. 

However, two models are emerg- 
ing. Governments with PTOs that 
believe they can thrive in toe 
emerging global telecoms market 
without a strategic partner are 
likely to follow the UK in floating 
their PTOs In tranches, with the 


intention of disposing of most 
shares. 

The Netherlands is proceeding 
down that road. A first tranche of 
shares in KPN will be sold early 
next year; a further sale is expected 
to follow by 1996, reducing the gov- 
ernment stake to about 30 per cent 
That will not preclude KPN making 

The EC’s resolve to 
liberalise the ‘voice’ 
market by 1998, 
means that 
competition is 
around the comer 


post-privatisation alliances - indeed 
it is already a party to several inter- 
national consortia. But they will 
not be integral to the privatisation. 

By contrast, smaller PTOs are 
anxious to use privatisation as a 
way of acquiring a strategic partner 
in the form of a big overseas opera- 
tor taking an equity stake. Here, the 
Greek model is widely cited - 
although it is likely to be disowned 
by Greece itself. 

Under it, 35 per cent of OTE. the 
Greek state operator, was to have 
been sold to a strategic partner with 


management control, in return for a 
guaranteed $7bn in investment over 
the next decade. Another 14 per 
‘ cent of the stock would have been 
floated on the Athens stock 
exchange, leaving the government 
with a 51 per cent stake but little 
operational say. 

However, the decision to sell is 
only toe beginning, not the rad. of 
the privatisation process. Key 
issues remain: valuation, regula- 
tion, the attractiveness of toe PTOs 
to would-be investors and, perhaps 
most critical of all. the speed and 
terms of liberalisation. 

Two things appear certain. Tech- 
nological advance, plus toe Euro- 
pean Community's resolve to liber- 
alise the “voice” market by 1998 
(with five extra years’ grace for 
Spain. Ireland. Greece and Portu- 
gal). means that competition is 
imminent in every country. But the 
regulatory structure in each coun- 
try will have a large bearing on the 
speed it advances and the strength 
of rival operators - and thus on the 
valuation of PTOs at privatisation. 

P roviding rough-and-ready 
valuations of PTOs is 
easy eno u g h , taking mul- 
tiples of gamings of com- 
parable companies, sub- 
tracting debt and allowing for local 
market conditions. However, as Mr 
Laurence Heyworth, telecoms ana- 
lyst at Robert Fleming Securities, 
puts it “A PTO is worth largely 
what the government and manage- 
ment says it's worth." For the valu- 
ation at sale will depend heavily on 
government decisions on regula- 
tion, competition, the freedom of 
managers to hire and fire and any 
sale of divisions of the PTO itself. 

Thereafter, the financial motiva- 
tion of management will be critical. 
Privatised PTOs likely to retain the 
character of a utility, such as Tele 
Danmark, will be "safe bet” Invest- 
ments akin to bond substitutes. By 
contrast, companies intent on max- 
imising shareholder value will lead 
a more chequered life, floating off 
ancillary businesses (like cellular 
and directory services), giving stock 
options to their senior executives, 
and engaging in aggressive moves 
abroad. Mr Heyworth points to Italy 
as a leader fa toe second camp. 

On competition, the essential 
choice for governments is whether 
to promote it at privatisation, or to 
let it arise on its own as toe EC’s 
1998 deadline is passed. The latter is 
the more popular option, although 
the Netherlands may embrace an 
interim duopoly, as occurred at pri- 
vatisation fa the UK Its govern- 
ment is inviting the country’s utili- 
ties, railways and cable operators to 
join forces to provide a second 
national telecoms network. 

But even for PTOs not facing 
immediate competition, there is no 
easy ride through to 1998. Operators 
are finding ever more sophisticated 
means of eroding national monopo- 
lies. Cellular telephony, in particu- 
lar. is opening a new avenue of 
competition across the continent. 
The first generation of cellular 
mobile networks were mostly low- 
capacity and operated as PTO 
monopolies. But the generation of 
digital services now coming on 
stream are high-capacity networks 
and, in most cases, the PTOs face 
competition from networks oper- 
ated by one or more consortia of 
private, often foreign, companies. 

PTOs are likely to be attractive 
buys. On almost every stock 
exchange on which they are listed, 
telecoms companies have been out- 
performing the average. Even with 
competition and regulation, their 
earnings capacity remains impres- 
sive. “We are getting plenty of ‘cold’ 
inquiries: indications of interest in 
forthcoming sales are extremely 
strong, and there doesn’t seem to be 
much concern about saturation,” 
says Mr David Wheeler, director of 
the telecoms group at Lehman 
Brothers, the merchant bank. 

That may come as a relief to 
those at the end of the queue. But 
the fight among governments and 
PTOs for the front seats will be 
intense, notwithstanding those such 
as Mr Papandreou. 

This is the first m a series on the 
privatisation of Europe's state tele- 
communications operators 


Observer 


Holmes plays 
hard to get 

Rather odd that Sir Peter Holmes, 
recently retired as chairman of 
Shell Transport and Trading, 
should have accepted as his first 

non-executive directorship fa the 

UK a position on toe board 
of headhunters Norman 
Broadbent 

It would seem that Miles 
Broadbent had been sounding 
Holmes out for one juicy job or 
another, only to discover that his 
lunch companion was more 
amenabl e to joining his own stable. 

Shortly off for a spot of fishing 
in Montana before indulging his 
passion for the outdoors in other 
obscure corners of the world. 
Holmes says he is “demobbed and 
loving the freedom”. So far he has 
also agreed to go on the board of 
a Los Angeles global investment 
fund, but that is it 

This man who has been tipped 
as anything from the next chairman 
of British Gas to president of the 
CBI concedes he “might think 
again" at some point Only 
institutions that are "leaders in 
their field” need apply. 

A Shell recruiter himself in the 
early 1960s, he is convinced 
headhunters perform a useful 
function - though Shell of course, 
was far too proud of its fa-house 
man manag ement abilities to look 
for outside help in filling anything 
but toe most specialised of jobs. 


Miles Broadbent who headhunted 
Colin Marshall (now Sir Colin) to 
British Airways, already has Lord 
King aboard, as well as BICC 
ex-chairman Sir W illiam Barlow. 
The latter has become so fired up 
with the business that be turns 
up regularly at internal 
management meetings. 

But those who hold headhunters 
-in toe affection normally reserved 
for traffic wardens and estate 
agents are still inclined to question 
why Holmes chose to christen his 
UK portfolio with a job that looks 
to be rather a whimsical hobby 
horse. 


Fledgling Fleming 

■ Rupert Fleming, just down from 
the University of the West of 
England (Bristol Poly to you and 
me), won't be short of company 
fa his new job as a trainee 
securities analyst at merchant 
bankers Robert Fleming. For he 
is the eighth member of toe clan, 
which holds around 40 per emit 
of the shares, currently working 
for the bank. 

Chairman Robin Fleming is 
accompanied by two relatives on 
the holding board: Rupert’s father. 
Val who comes from the 
investment rngnpgenwt side, and 
Adam, founder of the Johannesburg 
office and a cousin of the chairman. 
Adam’s brother, Roddy, works in 
capital markets, while toe 
chairman's sous, Rory and Philip, 
are to be found fa investment trust 



Large fries and a 
Pro-Yeltsinburger, please.’ 

marketing and investment 
management , respectively. Last 
but not least Catriona Fleming 
brokes Asian equities for that big 
happy family. 


Whip hand 

■ Nicknamed toe Prince of 
Darkness during his eight-year stint 
in the government whips’ office. 
Tristan Garel-Jones ought to get 
on well with Sir Robert “Black Bob" 
Scholey whom he joins as one of 
a clutch of advisers to Union Bank 
of Switzerland’s London operation. 

The global UBS environment 
ought to suit Euro-crazy 


Garel-Jones, -the fluent 
Spanish-speaking ex-foreign office 
minister who turned down two or 
three other City offers to link hands 
with the Swiss. 

The services of the erstwhile 
arch-plotter of Westminster would, 
of course, have come in handy last 
year when UBS was rife with 
intrigue after the sacking of the 
former head of UK equity research. 
Terry Smith. 

When not out on the road selling 
UBS's services, might Garel-Jones 
now employ his legendary powers 
scheming to install Rudi Mueller, 
toe tough Swiss head of UBS’s 
London operation, as toe next 
chairman of toe London Stock 
Exchange when Sr Andrew Hugh 
Smith steps down? 


Crowding out 

■ Observer has already raised an 
eyebrow at the apparent ease with 
which Nigeria secured an invitation 
to the biennial gathering of 
Commonwealth members in a year 
when the African state has ignored 
toe outcome of a presidential 
election and kept the soldiers in 
power. Now Chief Ernest Shonekan, 
toe former businessman who fronts 
for the military as head of state, 
seems to be pushing his luck still 
further. 

Commonwealth officials are 
appalled to leam that the chief 
plans to surround himself at up** 
week's conference in Cyprus with 
an entourage numbering no less 


than 60. This is four or five times 
as many people as John Major will 
be taking; such a dutch would of 
course also vastly outnumber the 
Queen's party, an organiser points 
out. 

So it is being gently suggested 
that Shonekan might maira do with 
fewer. After all a country seeking 
backing for its efforts to reschedule 
S34bn in external debt should 
perhaps be seen to be cutting back 
a bit on outings for toe boys. 


Herd instinct 

■ Proof, if such were needed, that 
anything connected with emerging 
markets sets toe financial world 
alight these days. Aberdeen Trust 
chief executive Martin Gilbert was 
returning to his office last week 
when he was accosted by a 
changing young woman waving 
a cheque for £2,000. 

“Are you anything to do with 
the Emerging Economies 
Investment Trust?" she wanted 
to know, seemingly fearful she had 
missed toe subscription deadline. 
Gilbert, who sits on toe board of 
the newly-formed trust, says the 
offer period was in fact just minutes 
old. It must be all downhill from 
hoe, Martin. 


Deep 


■ What do you call 500 lawyers 
at toe bottom of toe sea? A good 
start 
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Trade treaty could be lost Tor generations’ 

Salinas warns US on 
deadline to agree Nafta 


By Stephen Fidler and 
Damian Fraser in Mexico City 

PRESIDENT Carlos Salinas of 
Mexico, seeking to end more than 
a year of uncertainty about ratifi- 
cation or the Nafta free trade 
agreement with the US and Can- 
ada. has said that if the treaty is 
not secured by the beginning of 
next year it will be lost. 

The agreement - along with 
related accords on labour and the 
environment - is awaiting ratifi- 
cation in the three countries but 
is facing an uphill struggle in the 
US Congress. 

In an interview with the Finan- 
cial Times, Mr Salinas said fail- 
ure to achieve passage of the 

agreement by January l would 

mean that “its chances would be 
out for several generations". 

It was "self-deception" to 
believe another agreement could 
be negotiated soon if the current 
one was rejected. 

In a statement last week, the 
president said bluntly. “Neither 
the reopening of the negotiation 
of the treaty nor the postpone- 


ment of its coming into force are 
real options at this stage.” . 

The statement suggested that 
rejection of the treaty would 
reverse recent improvements in 
relations with the US. pointedly 
noting that a few years ago 
“anti-US rhetoric was an easy 
route to popularity". 

Asked for clarification, senior 
Mexican officials said the govern- 
ment would not insist categori- 
cally on the deadline if the treaty 
were put to the vote this year in 
the US House of Representatives 
but not voted on by the Senate 
until the new year. Support for 
the agreement is more solid in 
the Senate than in the House, 
and a House vote 
to ratify the treaty would 
almost certainly ensure its pas- 
sage. 

That should mean that most of 
the uncertainty surrounding rati- 
fication would be settled by early 
December, they said. Mr Salinas's 
six-year term of office ends next 
year and presidential and con- 
gressional elections will be held 
in August. The president and the 


governing Institutional Revolu- 
tionary party want the issue out 
of the way before campaigning 
begins early next year. The par- 
ty’s presidential candidate, tradi- 
tionally chosen by the sitting 
president, has yet to be selected. 

While Mr Salinas stressed the 
“historic” importance of the 
trade pact to Mexican-US rela- 
tions, he said that Nafta was “not 
the only thing” going on in 
Mexico, and that the process of 
economic reform would continue 
without it. 

Echoing the view of senior 
Mexican officials who believe the 
tide in the US Congress is turn- 
ing, he said he was “optimistic" 
that it would be approved. 

Mr Salinas said his government 
would introduce a new liberal 
foreign investment law later this 
year. 

Were Nafta to be rejected, say 
senior officials, the Salinas gov- 
ernment would try to reach sec- 
tor-by-sector trade agreements 
with the US. and other trade 
accords with Latin American 
countries, Europe and Japan. 


European airlines agree size 
of stakes in proposed pact 


By Paul Betts, 

Aerospace Correspondent 

THE FOUR European national 
airlines planning to create an 
alliance to challenge British Air- 
ways and Lufthansa have agreed 
the controversial question of how 
to value their stakes in the part- 
nership. 

The negotiations, which could 
eventually lead to a full merger 
between Swissair. Scandinavian 
Airlines System. KLM Royal 
Dutch Airlines and Austrian Air- 
lines will come to a head at a 
meeting in Zurich tomorrow. 

Agreement on the complex val- 
uation issue gives an important 
boost to the negotiations, con- 
firming the four airlines' commit- 
ment to the pact 

Under the proposed Alcazar 
alliance, Swissair, SAS and KLM 
would each own 30 per cent of 
the new centralised management 
company and Austrian 10 per 
cent. 

The airlines agreed the split 
could not be achieved without 
adjustments to reflect the 


relative worth of each airline. 

The Swiss argued that their 
carrier's - valuation should be 
higher than 30 per cent because 
it was not as highly geared as 
SAS or KLM. But SAS and KLM 
argued that Swissair faced a less 
promising long-term future 
because it bad been losing mar- 
ket share in Europe, was not a 
European Community carrier 
and had higher labour costs. 

The partners are thought to 
have agreed that Swissair's share 
of the joint company should be 
35-36 per cent, about $250m-$350m 
more than the other airlines. To 
close the gap KLM and SAS 
would increase their worth by 
increasing their equity, while 
Swissair would reduce its valua- 
tion by paying a special dividend 
to shareholders. 

The four airlines are still argu- 
ing over the form the 
equalisation mechanism will 
take. Both SAS and KLM would 
prefer Swissair to give its share- 
holders a loan note, while the 
Swissair wants to pay a cash div- 
idend. 


Austrian Airlines is still waver- 
ing between the Alcazar partner- 
ship or cooperating with Luft- 
hansa. The airline's management 
is understood to favour Alcazar 
but its majority shareholder, the 
Austrian state, is undecided and 
appears to be leaning towards the 
German carrier. 

However the three larger part- 
ners would proceed even if Aus- 
trian pulled out sources close to 
the negotiations said. 

Even if agreement is reached 
on Tuesday, the four airlines still 
have difficult issues to resolve, 
including the structure of the 
new centralised management 
company, the location of its head- 
quarters and the selection of a 
US airline partner. 

The choice of the headquarters 
appears to have been narrowed 
down to either Amsterdam or 
Copenhagen. But the choice of a 
US partner could prove particu- 
larly difficult since Swissair has 
links with Delta Air Lines. 
KLM with Northwest Airlines 
and SAS with Continental Air- 
lines. 


Early return to old ERM vetoed 


Continned from Page i 

finance minister, who chaired the 
meeting, said he was still con- 
vinced of the need to reinforce 
the ERM. “But we also think 
there are some preconditions to 
be met before we talk of a return 
to narrow margins, and one of 
those is greater convergence.” 

In an effort to shore up the 


credibility of the Emu project, 
ministers expressed support for 
the introduction by the end of 
the year of the national legisla- 
tion for Emu. They insisted on 
their commitment to exchange 
rate stability. 

The legislation would allow 
Emu “stage two” to begin on 
time on January 1 1994; and it 
would create the European 


Monetary Institute, the precursor 
of the European central bank. 

The legislation would ban gov- 
ernments from borrowing indi- 
rectly from central banks: bar 
privileged access by governments 
to financial institutions; encour- 
age governments to rein in exces- 
sive budget deficits and debt; and 
set out the various contributions 
of central banks to the EMI. 


Yeltsin 
takes 
control of 
regions 

By John Lloyd in Moscow 

RUSSIAN president Boris Yeltsin 
subordinated all councils to 
regional administrators at the 
weekend in a further effort to 
clear the political landscape of 
institutions and movements 
presenting a challenge to his 
presidential rule. 

He also decreed that a special 
commission would work out a 
sweeping reform of local govern- 
ment by this Friday. The head of 
the commission and its members 
have not yet been announced. 

At the same time, he extended 
the state of emergency and the 
Moscow curfew until next Sun- 
day. The curfew will now begin 
an hour later, at midnight, but 
will continue to run until 5am. 
No demonstrations had been 
I reported in Moscow by Sunday 
| evening, after a statement on 
I Saturday by Gen Alexander Kuli- 
kov, Moscow City commandant, 
saying that any attempts to 
organise demonstrations would 
be rigorously suppressed. 

Tbe fate of the thousands of 
councils, ranging from the par- 
liaments of territories larger 
than many countries to small 
town councils, remains unclear. 
It seems likely they will be 
swept away, to be re-elected at 
the same time as, or soon after, 
the new federal parliament 
Leaders of the democratic 
movements are in intensive 
negotiations with each other 
ahead of the Federal Assembly 
elections, dne in December. 

The main movement Russia’s 
Choice, led by Mr Yegor Gaidar, 
first deputy prime minister, is 
trying to construct “dream tick- 
ets” of prominent radicals to 
stand on allied lists. 

Mr Sergei Yuzhenkov, a dose 
ally of Mr Gaidar’s and deputy 
head of the federal information 
service, said at the weekend he 
was holding talks with Mr Grig- 
ory Yavlinsky', the economist 
and presidential candidate, and 
Mr Sergei Shakhrai, the deputy 
prime minister, with the aim of 
persuading them to join Mr Gai- 
dar as leaders of Russia's Choice 
for the election campaign. 

Mr Yuzhenkov said: “Mr Yav- 
linsky knows the centre [on 
which he had previously counted 
for supportl Is now too compro- 
mised after its support of the 
White House and will not pro- 
vide a base for him.” 

Mr Yuzhenkov, the main strat- 
egist for the Russia’s Choice 
bloc, said be hoped other pro- 
democratic blocs would put up 
similar leading candidates to 
bead their lists in the hope of 
producing a parliament with a 
pro-reform majority through 
election of several such blocs. 

One list would be provided by 
the Democratic Russia move- 
ment, which has yet to choose its 
leaders. 

Icy handshake, Page 3 
Can Yeltsin be a reformer? 

Page 4 

Nato growing pains, 
Back page, second section 


FT WORLD WEATHER 


Europe today 

An active front will remain stationary from 
central Scandinavia towards the northern CIS 
region, causing rain clouds over the central 
parts of Scandinavia. North of this boundary it 
will be cold with local snow. In western Europe 
it will remain unsettled. A frontal zone will bring 
cloudy and rainy conditions from the mid-UK to 
the Netherlands and western Germany. 

Portugal and Spain will be cloudy with rain and 
thunder showers. In the southern Alps there will 
be heavy showers with a risk of local flooding. 
Clouds will cover western Turkey, but in other 
parts of southern Europe ft will stay sunny and 
dry. 

Five-day forecast 

Changes in the general pattern over western 
Europe will be unnoticed. A depression near the 
British fsl os will leave unsettled conditions over 
western Europe. Most rain will fail in central 
regions of the UK. Cold air with local outbreaks 
of snow will continue over northern 
Scandinavia, although most of the cold will be 
forced north out of Finland later this week. 
South-eastern Europe will stay sunny and dry. 
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THE LEX COLUMN 

A sound constitution 


At least France will not be able to 
blame Anglo-Saxon speculators if Ger- 
many's constitutional court comes out 
against the Maastricht treaty tomor- 
row. The ruling is one of those awk- 
ward instances where financial mar- 
kets have to rely on guesswork to 
predict what will happen. A decision 
that Maastricht is unconstitutional or 
tha t ratification requires a referendum 
would deal a body blow to any linger- 
ing hopes of European monetary 
union. That could cause a fresh surge 
of demand for D-Marks with, at the 
other extreme, a sharp sell -off in the 
Ecu bond market Insofar as any out- 
come can be discounted in advance, 
though, tbe expectation is the court 
will give the treaty qualified approval. 

The trick will be to decide how seri- 
ous any qualifications might be. Any- 
thing that necessitates renegotiation 
of the treaty would be as awkward as 
an outright No. Some qualifications 
could turn out less innocuous than 
they sound. For example, the court 
could limit the scope for changing the 
economic convergence criteria, even 
though the European Commission 
might deem change necessary to main- 
tain the progress towards monetary 
union. 

Since the ERM was forced to scrap 
its narrow bands at the start of 
August, few people have much faith in 
monetary union arriving on target 
anyway. That may limit the market’s 
response, especially since the D-Mark 
I has already advanced on Friday’s dis- 
appointing US unemployment figures. 
But a further setback for monetary 
union would see those gains consoli- 
dated. The question then will be 
whether tbe Bundesbank will respond 
by accelerating its interest rate cuts. 

British Gas 

The Monopolies and Mergers Com- 
mission produced a cogent and coher- 
ent view of the future of the gas indus- 
try when it proposed splitting up 
British Gas. Yet it must be question- 
able whether the academic purity of 
the MMC’s view will survive the politi- 
cal realities of the government’s 
needs. The main thrust of the MMC’s 
view - that sustainable competition in 
the domestic gas market required Brit- 
ish Gas to be broken up - runs 
counter to the government's thoughts. 
So far, the Department of Trade and 
Industry has encouraged competition 
by tbe simple expedient of allowing 
entrants in. British G 2 S has argued, 
however, that safety considerations 
prevent the rapid further opening of 
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the domestic gas market Both the DTI 
and MMC are, at least agreed that 
competition cannot be extended and. 
British Gas broken up at tbe same 
time. It may be tempting for tbe DTI 
to avoid break-up if it is keen on more 
competition. 

Yet that course is equally fraught 
with difficulty. Rapid deregulation 
would lead to differential pricing 
between users. Then there is the ques- 
tion of who should pay for the extra 
overheads and meters needed in a 
competitive mar ket. The MMC recom- 
mended that customers should bear 
the costs, since they were the ultimate 
beneficiaries. Both would be politi- 
cally embarrassing for the government 
at the time when VAT is being applied 
to fuel. The government might suggest 
introducing domestic competition con- 
veniently after the next election. But 
that would leave British Gas still 
bound hip 2 nd thigh to its beloved 
regulator. 

Newspaper groups 

The UK finance minister has some 
hard political choices to make if be 
intends to raise extra revalue in his 
November Budget But one of tbe soft- 
est options - judging by the cheers at 
the Conservative party conference, at 
least - would be to slap VAT on news- 
papers. Recent price cuts by the Sun 
and The Times may be viewed Mr 
Clarke as an open invitation for such 
a move. Given tbe political flak that 
would fly however much he taxed 
newspapers, he may choose to apply 
VAT at the full rate to raise a decent 
amount of revenue. 

That would undoubtedly come as a 
savage blow to the newspaper indus- 
try. Publishers would face the painful 
dilemma of deciding whether to pass 
on the increase and lose circulation or 


swallow the rise at the expense of 
margin. Against the background of 
sluggish advertising and rising news- 
print costs, many newspaper groups 
would face a particularly rough time. 

National newspaper titles with strong 
franchises would be comparatively 
well placed to endure the pain. But the 
move would have a long-term impact. « 
depressing the prospects for any sub- 
sequent price rises. 

Local newspapers and magazines 
may prove far less robust, however. 

With somewhat spurious precision, 
the Newspaper Society suggests 245 .. 

regional newspapers would close. The •* 
Periodical Publishers Association esti- 
mates that 25 per cent of magazine 
titles would shut. But. theoretically, 
those that survived the shake-out 
could prosper. 

Rhone-Pouienc 
Of all the candidates in France's pri- 
vatisation programme, Rhone-Pouienc. (j® 
which is slated to follow BNP, must V 

crave the freedom of tbe private sec- + 

tor. The company's transformation 
into a pharmaceuticals giant would 
have been difficult to achieve without 
government support. Yet access to 
equity has become a serious headache. 

The FFrl4bn preference shares and 
other quasi-equity instruments which 
prop up the company's balance sheet 
could usefully be replaced with real 
equity. That will doubtless be near tbe 
top of the company's agenda once pri- 
vatisation is out of the way. .- - 

The weight of debt cuts both ways. 

Ordinary shareholders are heavily 
geared to any cyclical recovery in. 
profits, but interest charges and 
cost of servicing preference capital! 
will take a large slice out of profits k. 
until the upturn comes. Tbe worry is 6®^ 
that the downturn consistently caught 
Rhone-Pouienc unawares. At the time 
of January’s partial privatisation offer 
- which bought the government’s 
direct holding down to 43 per cent - , 

the company was anticipating profits 
growth this year. The 1! per cent 
decline in first-half net profits would 
have been worse but for a change in 
depreciation policy. < 

Cyclical recovery in chemicals is tbe 
big prize, but it is still some way off. 

There is also the touchy question of 
healthcare reform in France, which 
accounts for a quarter of the compa- 
ny*s pharmaceuticals sales. While the /•' - 
issue is unlikely to be addressed until I 
after privatisation, it seems too much } 

to hope that reform will leave Rhone- j 
Poulenc untouched. 
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We are pleased to announce the relocation of the following activities in London to: 

125 London Wall 
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Chemical Bank 


Chemical Investment Bank Limited 


Telephone: 071-777 2000 (mart switchboard) Telephone: 071-777 4000 (main switchboard) 
Facsimile: 071-777 4727 (mart facsimile) Facsimile: 071-777 4747 (main facsimile) 
Telex: 94060000 CBC G Telex: 94060177 CHIB G 


BankLink International 


ChemUnk International 


Geoserve Corporate Trust Group 

Geoserve Europe 

Geoserve Global Securities 
Services Sales 

Geoserve Global Securities Services 
On-Une Service Centre 
UK Property Group 


Telephone: 071-777 3106 
Facsimile: 071-777 4702 

Telephone: 071-777 4857 
Facsimile: 071-7774737 

Telephone: 071-777 3434 
Facsimile: 071-777 4793 

Telephone: 071-777 2000 
Facsimile: 071-777 4756 

Telephone: 071-777 4028 
Facsimile: 071 -777 4737 

Telephone: 071-777 3072 
Facsimile: 071-777 4737 

Telephone: 071-777 3636 
Facsimile: 071-777 4721 

Telephone: 071-777 3746 
Facsimile: 071-7774769 


The above move completes our relocation to 125 London Wan. 
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IIS and Canada buy 
Chile copper mine 

A US-Canadian consortium of Cyprus Minerals 

gPESK Minerala ^* 9 ™* t^ up 

to $555m for a 51 per cent stake in the 0 Abra P 
ooppa^foe^Chne-s largest-over foreign joW^en- 

Trafalgar House loses top man 

"?* year "tap down as chief 
executive of Trafalgar House. He Is expected to 

a P 10 *® P*w™nent role at Royal IrSrance 
13 a non ^ X8cutiv e deputy chairman. 

State of suspense 



For the past few weeks, Japanese television view- 
ers have watched the almost nightly drama of con- 
struction company executives being hauled from 
their homes and escorted to the Tokyo Detention 
Centre for questioning about their note in a political 
scandal. Page 18 

Rally for IIS bonds 

Tlie US monthly employment figures sparked a 
strong rally in Treasury prices on Friday. Page 20 

FT-SE revised classifications 

A revised industry classification win apply to the 
FT- Actuaries All-Share Index and the other FT-SE 
UK indices from next January. A full listing of the 
current companies in the Alt-Share Index in their 
new categories appears on Page 18 

Prospective p/e ratio 

The latest prospective p/e ratio for the "500" index 
for calendar 1993 is 15.8, according to IBES, the 
consensus estimates service (Last week: 15.8). The 
compares with ah IBES estimated p/e for the "500" 
of 20.5 (20.5) for calendar 1992. The official FT cal- 
culation of the historic p/e, based on the latest 
reported earnings, is 20.12 (19.71). 
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Hoechst 
bids for 
generic 
drug stake 

By Christopher Parkes 
in Frankfurt 


HOECHST, the troubled German 
chemicals group, is bidding for 
its first stake in the North Amer- 
ican generic drags market with a 
5550m offer for 51 per cent of the 
Copley group of the US. 

Copley, which last year earned 
S12-3m after taxes on sales of 
552m, is an important opening 
for the bidder’s Hoechst Roussel 
Pharmaceutical Industries sub- 
sidiary, which last year reported 
sales of 5600m in the US and 
claimed a l.l per cent market 
share. The share of generics - 
outrof-patent products - In the 
US prescription drugs market is 
expected to grow 14 per cent a 
year until the end of the century, 
according to Hoechst 
It based its forecast on planned 
US health reforms, aimed at 
improving treatment for 36m 
Americans not covered by health 
insurance, partly by increased 
use of cheaper generic drugs. 

The move is also a further step 
in restructuring at Hoechst, 
which suffered a 31 per cent 
decline in profits In the first half 
of this year. At the end of Hay 
the group said it was to sell a 
majority stake in its viscose and 
acrylic fibres operations to 
Courtaulds of the UK. 

In July it announced capacity 
cuts in PVC production following 
the merger of its interests with 
those of Wacker. Shortly after- 
wards ft agreed effectively to 
take over the Sobering group's 
plant protection operations. 

If the deal is concluded, Copley 
will take over the manufacture 
and distribution of Hoechst 
Roussel products as their patents 
expire, the German group said. 
Hoechst, which has no generics 
business in Germany, said the 
first drug affected would be a 
treatment for diabetes. 

Copley's main specialities 
include dermatology products, 
psychotherapeutic drugs and 
treatments for rheumatism. 
Hoechst’s top-sellers include 
products for circulatory ail- 
ments. antibiotics and its Daoml 
diabetes drag. 

The deal has been negotiated 
by the German company's 100 
per cent-owned local subsidiary, 
Hoechst Celanese, and will be 
financed entirely from within 
the US, the group said. 

The pharmaceuticals business 
last year accounted for almost 
DMIObn (56bn) of Hoechst’s 
DM46bu turnover, and was the 
only sector to show an Increase 
in operating earnings. 


Record pay-outs have led to pressure to limit accountants’ liability, writes Richard Lapper 

Auditors turn cold as 
legal claims hot up 


T he rising tide of multi-mill- 
ion pound claims against 
auditors is “enough to 
turn the blood cold”, according to 
the senior partner of one large 
British firm. 

Last week's 5110m out of court 
settlement in Dublin ended what 
could have become a marathon 
legal action between Ernst & 
Whirmey, the accountants, and 
Allied Irish Banks. But the size of 
the pay-out is an uncomfortable 
reminder for accountants of the 
scale of the risks to which their 
profession is exposed. 

Increasingly, accountants are 
fating a steady rise in legal expo- 
sures, as creditors and investors 
in troubled and insolvent compa- 
nies seek to recover losses. 

The Dublin case arose as a 
result of the failure of Insurance 
Corporation of Ireland, a small 
general insurance company 
acquired by Allied in 1983. Ernst 
& Whinney, now part of Ernst & 
Young, audited Insurance Corp’s 
books between 1978 and 1983, a 
time when it was growing 
quickly. However, Insurance 
Corp set aside insufficient cash to 
meet future claims and in 1985 
collapsed with losses of more 
than I£80m (5115m). Allied, 
together with the company's 
administrators, Icarom, launched 
legal action, claiming 5550m, 
alleging that E&Y bad not looked 
hard enough at Insurance Corp's 
operations. With accumulated 
interest the size of the claim 
could have exceeded I£ibn. E&Y 
did not admit liability and took 
comfort in the fact that the set- 
tlement was equal to only about 
8 per cent of this. 

For E&Y it follows hard on the 
heels of same big pay-outs in the 
US. Last November’s 5400m set- 
tlement with US federal savings 
and loan industry regulators, was 
the largest ever agreed by an 
accountancy firm. Ernst & Whin- 
ney is also named - along with 


Price Waterhouse - on a $8bn 
claim, filed by the liquidators of 
the Bank of Credit and Com- 
merce International (BCCI)- 
Mr Lawrence A. Weinbach, 
manag in g partner-chief executive 
of the Arthur Andersen World- 
wide Organisation, estimates that 
worldwide the industry faces 
$30bn of claims. 

This puts pressure on the 
arrangements through which the 
“big six" insure themselves. The 
largest accountancy firms rely on 
both the conventional profes- 
sional indemnity insurance mar- 
ket and the Industry’s own 
mutual insurers - Bermuda- 
based PALE and PADUA. 

Cover provided from these 
sources is understood to extend 
to more than 5100m. But it is 
limited. And beyond a certain 
level the partners themselves - 
as the owners of the firms - are 
individually liable up to the total 
value of their assets. 

remiums have risen steeply 
- ter at least 300 per cent 
since 1985 - and insurers 
have increased the amount of 
each claim that they pay from 
their own resources. In 1992 the 
costs of fighting legal action for 
the “big six" in the US amounted 
to $598m - or 11 per cent of their 
revenues. Insurance recoveries 
provided an additional 5185m in 
resolving claims, says Mr Wein- 
bach. 

Many smaller and medium- 
sized firms are algn mming linffer 
fire. Mr Charles Cox, of CT Bowr- 
ing. the Insurance broker which 
provides a scheme for the smaller 
UK groups, says that each year 
one in five accountants notify 
their insurers about circum- 
stances which might give rise to 
a claim. “There has been a steady 
increase in notifications and a 
steady deterioration in claims.” 

Rou ghl y half of all Haims dealt 
with by Bowring are linked to 


tax disputes, but the number of 
audit claims now amounts to one 
in four of all claims. 

In the US, Mr Weinbach says 
the fear of legal action and poten- 
tial financial ruin is leading to 
fewer accountants entering the 
profession and many younger 
accountants are refusing the 
offer of partnership. Over-expo- 
sure to litigation was a big factor 
in the 1990 bankruptcy of Laven- 
thol Horwath. then the seventh- 
largest accounting firm in the 
US. 

Europe has yet to reach this 
pitch. Even so Mr Richard Mur- 
ray, chief executive of Minet 
Global Professional Services, 
says claims here are rising at a 
faster rate than in any other part 
of the world. With many of the 
cases in the UK, the pressure for 
reforms to limit liabilities seems 
certain to grow. 

Accountants are seeking 
changes to the Companies Act 
which now bans auditors making 
contracts where liability with cli- 
ents is limited. 

Mr John MagilL who is respon- 
sible for risk management at 
Touche Ross, said: “There is con- 
cern that we can just be blown 
out of the water by some of these 
settlements." 



World's biggest awards against accountants and auditors 1992-93 


Finn against which 
onward made 

raMntUT 

Accountant's client 

Amoisit of award or 
settlement 

Country 

1 Ernst & Young 

Federal Deposit 
Insurance Corp 

various savings & loans banks 
of Tennessee and others 

$400m 

US 

2 Ernst & Young 

Aified Irish Banks 

Insurance Corporation of 

Ireland 

Slllm 

Ireland 

3 Coopers & Lybrand 

Bankruptcy trustees 

Mintscrfce 

est $95m" 

US 

4 KPMG and Others 

Investors 

Wedtech 

$77. 5m 

US 

5 Ernst & Young 

investors 

American Continental 

Corp 

563m 

US 

6 Coopers & Lybrand 

Bondholders 

Miniscribe 

$4S-$S0m- 

US 

7 Peat Marwick & 
Others 

Shareholders/ 

creditors 

Crazy Eddie Inc 

S42m 

US 

3 Arthur Andersen 

Investors 

Lincoln Savings & Loan 

$22m-$30nn 

US 
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UK utilities aim for expansion overseas 


By Michael Smith, Robert Corrine, 
Bronwen Maddox end Alan Cane 

THE UK’S 18 privatised electricity 
companies are likely to invest at least 
£1.5bn (52Bbn) abroad in the next five 
years, as part of expansion plans to escape 
constraints on their profitability imposed 
by their regulators. 

Although little more than £200m has 
been committed so far by the electricity 
companies they have plans for projects in 
the US, Portugal and Germany. 

The electricity, water and gas companies 
are following the lead of BT, the telecom- 


munications group which was privatised 
in 1984. Its international plans, which have 
met with mixed success, culminated in 
June with its £2B8bn purchase of a 20 per 
cent stake in MCI, the US long-distance 
carrier. However the international push by 
the former nationalised corporations may 
raise doubts about their ability to manage 
overseas operations and prompt calls for 
tighter regulation of their international 
activities. 

Ofjgas, the gas regulator, wants British 
Gas's international operations included in 
its remit Ofwat the water industry regula- 
tor, commenting on the water companies’ 


expansion abroad, said: “We have been 
doing a lot of work to prevent cross-subsi- 
disation - money from customers' bills 
being used to finance this expansion." 

The electricity companies' move Is being 
led by National Power which expects to 
invest up to £lbn overseas by the year 
2000 in projects valued up to £15bm It 
recently spent $160m on Tevco, which 
owns power plants in the south-east of the 
US. It expects between 10 and 20 per cent 
of its earnings could be generated abroad 
by the year 2000. 

The National Grid, which operates the 
transmission system in England and 


Wales, plans to invest up to £370m over- 
seas in the next five years. It has already 
spent £23m as one of a consortium which 
has taken over the Argentinian transmis- 
sion system. 

Midland Electricity has indicated to the 
City that it is prepared to commit up to 
£200m in overseas investments. 

International expansion is a large com- 
ponent in British Gas's plans, in the light 
of commercial and legal challenges to its 
dominance of the UK market. Since priva- 
tisation in 1986 British Gas has spent more 
than £l.lbn on foreign exploration and 
production assets. 


wo countries, two cen- 
tral banks, and each 
with new men at the 


T 

top. 

Ten days ago, Mr Hans Tiet- 
f^ieyer was installed as Bundes- 
T>ank president in the nearest 
thing to a coronation that the 
Federal Republic has to offer. 
Hie handover of power at the 
Bundesbank was marked by a 
ceremony attended by 800 
guests from European central 
banks and German govern- 
ment, politics and business. 
Among the seven speeches 
(punctuated by passages from 
a snmwiawn piano quintet and 
Beethoven's trio for clarinet, 
cello and piano) was one by 
Chancellor Helmut Kohl 
declaring his support for Bund- 
esbank independence. 

Three months earlier, on 
July 1, Mr Eddie George took 
“Surer as - the new governor of 
The Rank of England and Mr 
Rupert Pennant Rea, the for- 
mer editor of the Economist, as 
his deputy. Mr George trav- 
elled into Threadneedle Street 
from his Dulwich home as on 
any normal working day. Mr 
Pennant-Rea moved into a new 
office. Otherwise, there was no 
change in the Bank’s long-es- 
tablished routine. 

At first sight, the Bank of 
England's approach to the 
change in Its top management 
was reass uringly . low key. it 
seemed to express the very 
British idea of . “business as 
usual". But the pomp sur- 
rounding the elevation of Mr 
Tietmever to the presidency of 
the Bundesbank was more 
than Teutonic self indulgmice- 
, rae gathering in Frankfurts 
.Hegant Palmengarten marked 
out Mr Tietmeyer as one of 
Europe’s most powerful men. it 
also was an act of homage by 

Germany’s political class to the 
Bundesbank as an institution, 

and a reminder that the person 

who happened to be at its top 
was merely a steward. 

In a world of rapid economic, 

social and political change, 
there is a growing interest 
among policymakers in build- 
ing and nurturing institutions 


Two examples 
of pomp and 

circumstance 


to support economic policy 
goals. 

The absence of strong eco- 
nomic policymaking institu- 
tions is keenly felt in Russia. 
The existence of a central bank 
that saw control of inflation 
and monetary conditions as its 
vocation would have made a 
huge difference to the process 
of transformation from a com- 
mand to a market economy. 

Israeli policymakers are con- 
scious that Gaza and the 
region around Jericho will 
need more than money if they 
are to have effective self gov- 
ernment In a recent conversa- 
tion, Mr Jacob Frenkel, the 


a thorough look at the current 
state and objectives of the 
Rank of England. 

The Bank's present position 
is the result of a typically 
messy British compromise. It 
has, since Britain's exit from 
the European exchange rate 
mechanism, been given more 
explicit responsibility for the 
control of inflation. Although 
both Messrs George and Pen- 
nant-Rea would like more 
autonomy, it is nowhere near 
having the independence that 
would make it responsible for 
price stability. 

When Mr George was named 
as governor in January he was 


Economics Notebook 

By Peter Norman 


governor of the Central Bank 
of Israel, underlined the vital 
need for the Palestinians to set 
up effective institutions for 
controlling public spending 
and managing taxation in the 
areas that they will govern. 
Otherwise, the territories could 
become dependent on outside 

aid. . 

In Britain, institutions such 

as the Bank of England, the 
Stock Exchange and the Trea- 
sury have seen their influence 
slip over the past decade m the 
face of the growing power of 
financial markets. Perhaps 
Krause the Bntisb estabjish- 
ment has generally made a 
SST of running the economy 
over the past 40 years, the pen- 
dulum has yet to in«M jn 
fevour of building these tasti- 


given a mandate to support 
the government in its determi- 
nation to bring about a lasting 
reduction in the rate of infla- 
tion". 

Shortly before, the govern- 
ment had set as a target a l to 
4 per cent range for the under- 
lying rate of inflation (retail 
price inflation minus mortgage 
interest payments) during the 
life of this parliament 

Since July’s change at the 
top, the Bank seems deter- 
mined to create as much free- 
dom of manoeuvre as it can. 

It seems to have won a battle 
to prevent the Treasury inter- 
fering with the writing of its 
quarterly inflation report. This 
document, introduced in Feb- 
ruary, is intended to provide 
an independent signal if infla- 
tion is threatening to burst 
through its target ceiling. 


Last week, Mr Pennant-Rea 
unilaterally redefined the gov- 
ernment's inflation target to 1 
to 2J5 per cent by 1996 or 1997 
in place of the previous vague 
statement by Mr Norman Lam- 
ont when chancellor that “by 
the end of the Parliament we 
need to be in the lower part of 
the (1-4 per cent) range”. 

The present chancellor, Mr 
Kenneth Gierke, seems happy 
to let the Bank flex its mus- 
cles. In an interview with 
Crossbow, the magazine of the 
Tory Bow Group last week, he 
said the Treasury would no 
longer have a hand in the 
Bank's inflation report He also 
promised not to tamper with 
monetary policy for political 
ends. “It is important that 
monetary policy is taken objec- 
tively, openly and is certainly 
not buffeted about by 
short-term political consider- 
ations to assist the party in 
power," he said. 

But although the chancellor 
said he had a “fairly open 
mind" on the subject of Bank 
independence, there was noth- 
ing to suggest that he wanted 
to give up ultimate responsibil- 
ity for the Bank and monetary 
policy. Mr Clarke believes 
strongly in the Westminster 
parliamentary system. “I think 
people would get fed up with 
me tailing parliament that the 
most important features of eco- 
nomic policy were practically 
beyond my control,” he told 
Crossbow. 

But Mr Clarke's word will 
not be the last on the issue. 
The House of Commons Trea- 
sury and Civil Service Commit- 
tee has been holding hearings 
on the Bank’s future. Its 
report, expected either late this 
year or early in 1994, could 
boost pressure for greater 
Bank independence. 

The Bank itself will be cele- 
brating its tercentenary next 
summer and has commissioned 
an opera for the occasion. It is 
unlikely to symbolise the 
power of the institution in the 
way that this month’s cere- 
mony in Frankfurt buttressed 
the Bundesbank. 


Greycoat to 
seek more 
time from 
creditors 

By Richard Gourtay in London 

GREYCOAT, the property 
company whose future Is In 
doubt after share and bond- 
holders last Friday rejected a 
rescue bid from PosteL feces a 
crucial test today if it is to 
keep creditors at bay. 

The company and NM Roths- 
child, its advisers, will this 
morning ask the Law Deben- 
ture Trust, trustee for holders 
of Greycoat’s zero coupon 
bonds, for more time to find a 
way to avoid being put into 
default 

If the Trustees choose not to 
waive their rights to issue 
default notices, Greycoat's 
bankers are likely to take con- 
trol of their security and the 
company would go into receiv- 
ership. 

Greycoat’s advisers expect 
to be granted a 30-day exten- 
sion to find a way to reduce 
the company’s high gearing 
that triggered the default on 
the zero coupon bonds. 

NM Rothschild and Greycoat 
would then have “a fortnight 
to get something creative 
going”, an adviser said. 

If no new rescue plan or bid 
emerged Greycoat’s directors 
would be in danger of becom- 
ing personally accountable for 
allowing an insolvent com- 
pany to continue trading. 

After the rejection last week 
of Posters £120m (5l8lm) res- 
cue bid, one observer 
described the hush over the 
weekend as “something of 
phoney war". 

Greycoat will only avoid 
default on its zero coupon 
bonds either by a restructur- 
ing including a rights issue, or 
by a third party making a bid 
for the whole company. 
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Gormly gives 
up top job at 
Trafalgar 


By Roland Rudd 

MB ALLAN GORMLY will 
□ext year step down as chief 
executive of Trafalgar House 
when he is expected to take a 
more prominent rale at Royal 
Insurance, where he is a non- 
executive deputy chairman. 

Trafalgar, the construction, 
engineering and shipping 
group, is planning to announce 
the move in the next few 
weeks. Mr Go rally's departure 
is not expected to take place 
until the middle of next year. 

Mr Gormly will remain on 
Trafalgar's board and is likely 
to be succeeded by Mr Nigel 
Rich, who retires as managing 
director of Jardlne Mathesun 
in March 1994. Mr Rich is 
expected to take an extended 
holiday before returning to the 
UK. 

Hong Kong Land, controlled 


by Jardine Matheson and 
which has a 25-3 per cent stake 
in Trafalgar, has tightened its 
control over the UK construc- 
tion and engineering group. 
Earlier this year Mr Simon 
Keswick was installed as chair- 
man and Mr David Gawler as 
financial director. 

However, Trafalgar said yes- 
terday that relations between 
Mr Gormly and the Keswick 
family, who control Hongkong 
Land, remained very good. 

Trafalgar’s financial year 
ended on September 30 and the 
results, to be announced on 
December 14. are expected to 
show a loss. 

Mr Gormly is one of the last 
surviving board executives 
before Hong Kong Land took 
effective control at the end of 
last year. He was previously 
chairman of the company’s 
engineering division. 


CSI sells two loss-makers for £1.35m 


Cannon Street Investments, 
the mini-conglomerate, has 
sold its loss-making fork-lift 
truck businesses. 

CSI sold the fixed assets and 
stock of Cannon Material Han- 
dling and Wallright to Harvey 


Plant for £l-35m in cash. At the 
same time, CSI said the obliga- 
tions of the two companies to 
various creditor leasing compa- 
nies had been settled for £3 .dm, 
roughly the capital liability in 
CMH and Wallrighfs accounts. 


Institutions 
optimistic 
on prospects 
and equities 

By Joel KJbazo 

A MAJORITY of institutional 
Investors believe the UK equi- 
ties market to be the most 
attractive investment prospect 
on a 12 month view over other 
markets, and many remain 
confident about prospects for 
the UK economy, according to 
a survey published today. 

The monthly Smith New 
Coort/Gallup survey of fund 
managers reveals that a bal- 
ance of 77 per cent of institu- 
tions (the difference between 
those institutions that are pos- 
itive and those that are nega- 
tive) remain bullish on UK 
equities over the next 12 
months; against a balance of 
56 per cent in favour other 
European markets; 50 per cent 
positive on the Japanese mar- 
ket and a mere 4 per cent that 
favour the US market 

A balance of 22 per cent of 
those polled plan to increase 
their holdings of UK equities 
this month, up sharply from 7 
per cent the previous month, 
with 56 per cent favouring the 
FT-SE 250 stocks while 37 per 
cent prefer to limit Invest- 
ments to the FT-SE 100. 

Overall, institutions con- 
tinue to be optimistic about 
economic recovery and infla- 
tion. and many continue to 
expect a cut in Interest rates. 


CROSS BORDER M&A DEALS 

BtDOER/tNVESTOR 

TARGET 

SECTOR 

VALUE 

COMMIT 

HIT (Hong Kong) 

Yantian International 
Terminals (China) 

Containers 

£39Sm 

Reinforcing 

sector 

domination 

Investeorp (Bahrain) 

Camelol Music (US) 

Retailing 

est E210m+- Expending into 
music 

BoskaUs (Netherlands} 

Unit of British Aerospace 
(UK) 

Construction 

materials 

El 80m 

Non-core 

dspoaai 

IWP Qnotand) 

Lewandaa! Beheer 
(Nether! and) 

Personal care 

£4flm 

Strengthening 
market position 

Coca-Cola Amato 

(Australia) 

PT Djaya Beverage Bottling 
(Indonesia) 

Bottling 

E30m 

Acquiring 
maiority stake 

Potroieos de Venezuela 
(Venezuela) 

BP BHor (UK/Venezuela) 

Energy 

C3-3m 

BP seKs 
dirtiest stake 

Albert Fisher (UK) 

Imperial Produce (US) 

Food 

£2^m 

Completing a US 
Jigsaw 

HuhtamaW (Finland) 

Unit of Camaud MetalBox 
(UK/France) 

Plastics 

rVa 

Non-core 

disposal 

Oerffkon Buhrie 
(Switzerland) 

bsytxrid (Germany) 

Engineering 

n/a 

Buy from 

Degussa 


Trsbruk (Sweden) 


Kostrzyn (Poland) 


Pulp & paper 


n/a 


Debt and Invest 
merit deal 


Matthew Clark takes control of own fortunes 

Philip Rawstorne on the success of the group’s three year restructuring programme 


* 


M atthew dark, the 
drinks producer and 
wholesaler, got a 
solid vote of confidence from 
the market at the weekend for 
its three year programme or 
strategic restructuring. 

Shares in the group jumped 
25p to 523p - a reflection of 
investors' satisfaction with Its 
latest acquisition, the £32 .5m 
purchase of Grants of St 
James's from Aliled-Lyons. 

The (act that the move will 
be funded by Clark's second 
rights issue within four 
months made the reaction even 
more remarkable. 

But Grants adds tone as well 
as substance to the transforma- 
tion of the group by Mr Peter 
Aikens, chief executive. Since 
be began to reshape it in 1990, 
the shares have outperformed 
the brewers and distillers sec- 
tor by 50 per cent. 

In 19S9, Clark was a leading 
independent drinks distributor. 
Well over half its annual prof- 
its came from Martell cognac, 
which it had distributed in the 
UK since 1833- Its portfolio 
included Jameson's Irish whis- 
key, Macallan malt whisky, 
and Taittinger champagne. 

The only brands Clark could 
call its own, through a 52 per 
cent stake in JE Mather, the 
Leeds-based producer, were 
Stone's Original ginger wine, 
and Old England British 
sherry. 

Run on traditional lines by 
the Clark family, which had a 
shareholding of about 17 per 
cent, the company was jogging 


along comfortably until the 
ground was suddenly cut from 
under Its fret. 

Seagram took over Marten, 
Pernod-Ricard acquired Irish 
Distillers and Clark had lost 
the distribution of its most 
profitable brands. 

for another year, Clark 
struggled to fin the gap with 
other agency brands such as 
Domecq sherry, Fundador 
brandy, and Grand Marnier 
liqueur. But the loss of the 
Macallan Scotch whisky busi- 
ness after the 1990 alliance of 
R6my Cointreau and Highland 
Distilleries confirmed the 
inherent uncertainty of the 
agency business. 

By then, Mr Aikens, 
recruited from Courage by 
Clark's non-executive direc- 
tors, was already beginning to 
devise a strategy for more sol- 
idly based growth. Under his 
direction, the company began a 
gradual withdrawal from the 
agency business to concentrate 
on its core British wine and 
sherry operations. 

B ritish sherry may not 
appeal to connoisseurs 
- and will even have to 
stop describing itself as sherry 
in 1995 - but it sells more 
readily than the Spanish prod- 
uct It now has more than 50 
per cent of the UK sherry mar- 
ket and sales are growing at 
more than 6 per cent a year. 

In December 1990, Clark 
bought out the min ority hold- 
ers in Mather, Bass and Grand 
Metropolitan’s IDV spirits divl- 
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Peter Aikens: devised a strategy for more solidly based growth 


sion, for £i 2 m. The partnership 
had been a constraint on 
Clark's development, effec- 
tively preventing It from 
acquiring or producing new 
brands because of possible 
competition with Bass and IDV 
products. 

As the search for brand 
acquisitions got under way, 
Clark disposed in rapid succes- 
sion of three non-core busi- 
nesses, almost recouping the 
money spent on Mather. 

A series of management 
changes followed. The Clark - 
family reduced its sharehold- 
ing and retired from the scene. 
Mr Michael Cottrell, chairman 
of Taunton Cider and former 
managing director of Courage, 
took the chair. Mr Hugh Ether- 
idge came from Strong & 
Fisher as finance director and 
Mr Tim HazelL another ex- 


Courage executive, took over 
as sales and marketing direc- 
tor. Mr Peter Huntley, a mem- 
ber of Elders LXL strategy 
group, was appointed business 
development director. 

With the arrival last month 
of Mr Robin Manners, former 
Bass director, as a non-execu- 
tive, only one member of the 
pre-1990 board, Mr Tony Gray- 
son, production director, now 
remains. 

Clark took longer than 
expected to make its first 
brand acquisition but organic 
growth in its British sherry 
and wines operations came up 
to market expectations in spite 
of the recession and the 
squeeze on margins by its 
main customers, the multiple 
grocers. 

An attempt in late 1991 to 
acquire AUied-Lyons's Shower 


mgs business, with br and s 
such as Gaymer’s cider. Baby- 
cham, and VP wine, foiled. A 
number of other approaches 
came to nothing. 

In. May last year, however, it 
bought Strathmore, Scotland's 
leading bottled water brand, 
for £llm. The purchase took 
Clark into another growth sec- 
tor. 

The brand bad gained a 25 
per cent share of the bottled 
water market in the Scottish 
grocery sector in six years and 
was beginning to expand into 
E n gland Sales through Clark's 
distribution network are now £ 
growing at the rate of 20 per 
cent a year. 

E arlier this year. Mr Aik- 
eos moved into another 
cash generative growth 
area with the £l&6m acquisi- 
tion of 749 per cent of Free- 
traders, an independent drinks 
wholesaler. 

The business, which reported 
a 45 per emit Increase in sales 
and operating profits of £2 .3m 
last year, neatly compl e ments 
Clark's existing strengths in 
the take-home trade. 

Even before the addition of* 
Grants* wines and spirits busi-V 
ness, Mr Aikens expects the 
operation to be contributing 40 
per cent of Clark's profits 
within the next six months. 

In the three years of strate- 
gic restructuring, Matthew 
Clark has taken control of its 
own fortunes and increased its 
market capitalisation - from 
£26m to £74m. 


Coutts Consulting deal 
raises dividend hopes 


COUTTS Consulting Group, 
the career consultancy, out- 
placement and residential 
training company, has side- 
stepped objections by Mr Barry 
Topple, its former chief execu- 
tive, and found a way of elimi- 
nating the deficit on its share 
premium account allowing div- 
idends to be paid. 

Coutts hoped that as a result 
Mr Topple's compensation 
claim and their counter-claim 
for £3.4m damages would now 
reach a rapid conclusion. 

Eynsham Hall. Coutts' resi- 
dential training offshoot, is 
acquiring Coutts Consultants, 
its outplacement business. The 


move releases merger reserves 
of £Alm as well as showing a 
book profit of £&9m. There are 
still arrears of £600,000 on the 
preference shares. 

The deal completes the reor- 
ganisation at Coutts Consult- 
ing, formerly DC Gardner. 

A previous attempt to reduce 
the share premium account 
had been blocked by Mr Top- 
ple. 

Mr Tim Inglefield, finance 
director, said the company 
would have preferred to 
achieve the result in front of 
the shareholders by going 
through the courts, but this 
had not been possible. 


Slingsby jumps 
to £302,000 

HC Slingsby, the tracks and 
ladders maker, reported a 
strong advance in interim pre- 
tax profits for the half year to 
June 30. The company said 
there had been a marked 
increase in activities coupled 
with cost rationalisation. 

On turnover 14 per cent 
ahead at £5 .9m pre-tax profits 
advanced from £28,000 to 
£302JM)0. Earnings per share 
were 20.9p (l.4p) and the 
interim dividend ram* to 3p 
(2p), payable January 4 

However, the company 
warned that present indica- 
tions were that second half 
profits would be more modest 
than the first 


Gartmore makes four 
board appointments 


By Richard tapper 

GARTMORE, the rapidly 
growing fund management 
group owned by France’s 
Banque Tndrymoy ig to appoint 
four Independent non-execu- 
tive directors, as it prepares for 
flotation later this year. 

The new non-executives are: . 
Mr Victor Benjamin, the dep- 
uty chairman of Tesco, the 
retailer; Mr Simon Duffy, 
group finance director of 
Thom EML the music and elec- 
tronics group; Mr Nigel Rudd, 
the executive chairman of Wil- 
liams Holdings, the Industrial 
conglomerate; and Mr James 


Watson, chairman of NFC. 
transport group. 

Banque Indosuez will be rep^ 
resented on Gartmore's boaraU 
by a further four non-executive 
directors, including Mr Ant- 
oine Jeancouit-Galignani, the 
Banque Indosuez chairman. 

“The nonexecutive, directors 
wifl not only provide Gartmore 
with a strong independent 
range of Opinion and a focused 
Input to such management 
areas as remuneration, and 
audit, but will also make a sub- 
stantial contribution to the 
overall development of the 
group," said Mr Paul Myners, 
executive nhairptfln 
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and up to date. Because you have 
to make informed decisions quickly, 
you must, in the search for the right 
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With an online database of the world’s 
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Weekend FT 

RESIDENTIAL PROPERTY 

Appears EVERY SATURDAY in the Weekend FT. 

Your advertisement will reach an International audience of 
approximately 

ONE MILLION READERS in (60 COUNTRIES. 
Advertising is available every week in Full Colour. Spot Colour or Mona 
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MQTICE OF REDEMPTION 

State Bank of 
New South Wales 
Initial Global Note 
In respect ot AS 100.000,000 
at an tame of Up to 
AS 200000.000 7V. Per Cent 
Van-Linked Notes due 1893 
Guaranteed by The 
Government of the State of 
N«h South Wales of which 
AS 100,000.000 Is being 
Issued at the Initial Tranche 
NOTICE ES HEREBY GIVEN tfcu 
pursuant u, ooedmoa HE) erf ibo 
Terms .wi Cnrari-vy ra af Noras, 
the State Bank of Nm South Wats, 
•nn ledsoni the Rotas as loOawn 
Tba laJanpuon amount per Note 
ASI47.737.6l 
Tho (odampuon data; 

October IS 1M3 
Tin bu&Mrlal Bank of 
Japan {Iji— mbwe) SA. 
m Fiscal nd ColctdaUaa Afloat . 




ABNAMR0 


ABN AMRO BANK N.V. 

US Dollars 100.000.000 
SuborcEneted Collared 
Roaring 
Rate Notes 
1993 due 2005 

In accordance with the 
terms and conditions of the 
Notes, notice is hereby 
given that for the interest 
period October S, 1993 to 
April 8. 1994 the Rate of 
Interest has been fixed at 
5.125 per cent, and chat the 
interest payable on the re- 
levant Interest Payment 
Date, April 8. 1994 against 
Coupon No. 1 in respect of 
USS 1,000 nominal of the 
Notes will be USS 25.91, in 
respect of USS 10,000 nomi- 
nal of the Nores wilt be USS 
259.10 and in respect of 
USS 100.000 nominal of the 
Nores will be USS 2.590.97. 

ABN AMRO BANK N.V. 
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COMPANY NOTICES 


Antofagasta Holdings P.L.C. 

The Hongkong and Shanghai Banking 
Corporation Limited(HSBC) to Acquire a 
10% Interest in Banco O'Higgins 


An agreement has been 
reached, in principle, for HSBC 
to acquire a 1 0% Equity Share 
in Banco O'Higgins by a 
capital increase of USS 35m. At 
the conclusion of this transac- 
tion, the shareholding of 
Antofagasta Holdings in Banco 
O' Higgins will be reduced from 
24. 1 2% to 2 1 .92%. Under the 
terms of the agreement . Banco 
O'Higgins will acquire and op- 
erate, through its branch net- 
work. the Chilean offices of 
HSBC in Santiago and 
Valparaiso. 

HSBC has more than 3,000 of- 
fices in 66 countries and assets 
of over £183 billion 
making it one of the largest fi- 
nancial institutions in the 
world. 

Banco O' Higgins, the third 
largest bank in Chile with as- 
sets of USS2. 1 billion, has 60 
branches in Chile providing a 


very wide range of financial 
services. In June 1993, 
Bunco O'Higgins merged in 
Chile with Banco Central 
Hispanoamericano of Spain. 
This has increased their pres- 
ence in Chile and in Europe. 
The present agreement gives 
Banco O'Higgins access to the 
international banking scene 
through HSBC which has 
particular strengths in 
South East Asia as well as 
Europe and North America. 
Banco O' Higgins has five 
associated companies: 
O'Higgins Corrcdores dc Balsa, 
O’ Higgins Agenda dc Valores, 
O’ Higgins leasing, O' Higgins 
Administradora de Fondos 
Mutuos and O’Higgins 
Asesorfas Financieras.The 
transaction is subject to 
regulatory approvals and 
other agreements between 
the parties. 
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Tenneco Inc 


HOUSTON, TEXAS 


1983 

The 1993 fourth quarter dividend of 40e par share 


is our 47th 

on the Common Stock wfll be paid December 14 


consecutive 

to stockholders of record on November 29. About 



107,000 stockholders wfll share in our earnings. 


payments 

Karl A. Stewart. Vkx Prask/ant and Secretary 
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from Ch,ir! Analysis Ltd T -'l^O'^-TJ 

7 Swallow si.-oct, London V/1R 7rlO, UK • ‘oVl -4i? iW* 

commodity specialists for over 22 yc an 


U.S. $200^)00,000 
American Express Bank Ltd. 

Boating Hate Subordinated Capital Notes 
Due 1999 

Notice is hereby given that for the Interest Period 13tti October, 
1993 to 13th January, 1994 the Notes vril bear Interest at the rate 
of 311% per annum. The interest payable on 13th JanuwvL 1994 
against Coupon Na 27 wifl be US. $8944 per US. £10,000 
Nominal and U&'tEOfclt par US. $250000 Nominal 
OATH) THIS 12TH DAY OF OCTOBBU893. 

Principal Paying Agent 
ROYAL BANK OF CANADA 
EUROPE LIMITED 


Listening to Anything 
Interesting at the Weekend? 

The Weekend FT Record is published on 
the second Saturday of each month. 
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THE GERMAN © PFANDBRIEF 

SOLID' VALUE FROM THE GROUND UP 


i 




■> 





Safety and yield. That’s what seasoned investors demand for their international fixed-interest portfolios. Take 
safety, for example. Safety is precisely what Germany’s stringently monitored Pfandbrief system provides. As 
bonds issued to refinance mortgages or public projects, Pfandbriefe in Germany are subject to numerous 
restraints stipulated by German law. In the first place, they can only be issued by certain specially 

authorized banks, which themselves are also fully 
liable for each issue. Second, Pfandbriefe are 
secured bv morteaees which 



may not exceed 60 % of the 
property value, or they are 
secured by public-sector loans. What’s 
more, Pfandbriefe must always be covered by 
separate funds with at least identical yields and 
maturities. In addition, all Pfandbriefe are examined by a state-appointed trustee. Finally, holders of Pfandbriefe 
have first claim on assets in case of default. As a result of these and other requirements, the German Pfandbrief 
system has an unsurpassed track record for safety. In fact, no German mortgage bank has ever defaulted, and no 
investor has ever failed to receive 100 % repayment on a German Pfandbrief held to maturity. 

This time-tested legal framework plus yields usually higher than on German Treasury bonds (Bunds) help 
explain why Pfandbriefe, at DM 832 billion at year-end 1992, amounted to about 40 % of all bonds outstanding in 
Germany. Of this total, Germany’s 26 private mortgage banks accounted for DM 


503 billion. So with German Pfandbriefe you don’t have to relax your expectations. ■ maintain a well-functioning secondary market. 


I 


German Pfandbriefe are officially quoted on 
German stock exchanges. Issuers actively 


IF YOU CAN’T RELAX WITH 
’ GERMAN PFANDBRIEFE, YOU CAN’T RELAX. 


/• 
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GERMANY'S MORTGAGE BANKS 

DEPFA-BANK, WIESBADEN 
BAYERISCHE VEREINSBANK AG, MUNCHEN 

■JSS5 1 ivromEKENBANK FRANKFURT AG. FRANKFURT 

XsCHE GENOSSENSCFIAFTS-HYPOTHEKENBANK AG, HAMBURG 
FRANKFURTER HYPOTHEKENBANK AG, FRANKFURT 
DEUTSCHE CENTRALBODENKREDIT-AG. KOLN 
BAYERISCHE HANDELSBANK AG, MUNCHEN 


WESTHYP, DORTMUND 
BERLIN HYP, BERLIN 

SUDDEUTSCHE BODENCREDITBANK AG, MUNCHEN 

MUNCHENER HYPOTHEKENBANK EG, MUNCHEN 

HAMBURGHYP, HAMBURG 

WURTTEMBERGER HYPO, STUTTGART 

NURNBERGHYP, NURNBERG 

HYPOTHEKENBANK IN ESSEN AG, ESSEN 

DEUTSCHE HYPOTHEKENBANK (ACT.- GES.), HANNOVER 


BRAUNSCHWEIG- HANNOVERSCHE 

HYPOTHEKENBANK AG, HANNOVER 
ALLGEMEINE HYPOTHEKEN BANK AG, FRANKFURT 
RHEINBODEN HYPOTHEKENBANK AG, KOLN 
LUBECKER HYPOTHEKENBANK AG, LUBECK 
NORDHYPO BANK, HAMBURG 
BFG- HYPOTHEKENBANK AG, FRANKFURT 
WL-BANK, MUNSTER 
HYPOTHEKENBANK IN BERLIN AG, BERLIN 
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COMPANIES AND FINANCE 


US-Canadian consortium 
in Chilean copper venture 


By DavMPBfng 
In Santiago 

A OS-CAN ADLAN consortium 
of Cyprus Minerals Company 
and Lac Minerals has agreed to 
pay up to S555m for a 51 per 
cent stake in the El Abra cop- 
per mine. Chile’s largest-over 
foreign joint venture. Codelco, 
Chile’s state copper company, 
is to hold the remaining 49 per 
cent fn the project, which is 
expected to cost Slbn to 
develop. 

The Qyprus/Lac consortium 
will pay $404m on signing the 
contract, due to take place in 
January, and an additional 
sum of up to $15 lm depending 
on the mine's development 
costs. The consortium has also 
committed itself to seeming 
financing of $700m to meet 
investment requirements. 

El Abra, which could start 

Nikkei 300 
share index 
launched 

By Enriko Terazono in Tokyo 

A NEW capitalisation- weigh ted 
index of 300 leading shares 
listed on the Tokyo stock 
exchange is being launched. 

The index is expected to end 
a two-year debate over the vol- 
atility of the Nikkei 225 index, 
a simple price-weighted aver- 
age of 225 stocks, which is used 
by the Osaka Securities 
Exchange and overseas mar- 
kets as a base for the contro- 
versial stock futures contract 
Japanese financial authori- 
ties have blamed the heavy 
trading In the futures market 
for driving investors away 
from the stock market After a 
spate of restrictions to curb 
trading in the futures and 
options markets foiled to bring 
investors back into stock 
investments, the ministry of 
finance and stock exchange 
authorities agreed that the 
simple weighted index, which 
is seen as easily manipulated, 
was at foult 

The Nihon Keizai S himh un 
business newspaper said the 
Nikkei 300 was an additional 
index and that the Nikkei 225 
would continue to be used as a 
b enchmar k for the Tokyo stock 
market The Osaka exchange is 
expected to introduce a new 
stock index futures contract 
based on the new index to 
replace the Nikkei 225 futures 
contract next January. 

The Nikkei 300 is heavily 
weighted In the banking sec- 
tor, with 10 banks comprising 
23.77 per cent of the index's 
capitalist Hon. 


production as early as 1997, 
was the biggest copper deposit 
for sale in the world. Nine 
international consortia, includ- 
ing such companies as RTZ of 
the UK and Australia's BHP 
Minerals, submitted bids last 
month. 

Such enormous interest 
highlights Chile's growing rep- 
utation for providing a stable, 
long-term investment climate. 
Last year. Standard & Poor's, 
the US credit rating agency, 
awarded Chile an investment 
grade, the first to a Latin 
American country since the 
debt crisis of the early 1980s. 

The El Abra deal is seen by 
many officials as a break- 
through for Chile's state-domi- 
nated mining sector, which has 
until recently resisted foreign 
investment. Under a law 
passed last year, El Abra will 
be the first state-owned copper 


deposit to be developed with 
the private sector. 

Mr Alejandro Foxley, the 
finance minister, praised the 
policy of wooing foreign inves- 
tors to the mining industry, 
“Why should we divert public 
hinds Into areas where the pri- 
vate sector can invest? Then 
we can take that money and 
put It into infrastructure - 
education, health services and 
job training programmes. 
That's the real job of the gov- 
ernment" 

Cyprus/Lac plans to produce 

225,000 tonnes of copper cath- 
odes annually over 20 years. 
The grade and relative accessi- 
bility of El Abra's oxide 
reserves is expected to result 
in extremely low production 
costs. These should be 40 to 45 
cents a pound against Codel- 
co’s current average of 69 
cents. 


Interim downturn at 
Worms holding group 


By Alice Rawsthom In Paris 

WORMS, the French holding 
company, reflecting the 
gloomy trend In the corporate 
sector, announced a foil in net 
profits to FFr362m (S64m) In 
the first six months of 1993 
from FFr397m a year earlier. 

The group, which recently 
reshuffled its Interests by sell- 
ing its controlling stake in the 
Fioanci&re Truffaut luxury 
goods conglomerate to Mr 
Bernard Arnault, was affected 
in by the poor performance of 
some of its core holdings, 
including the Saint-Louis food 
and transport group. 

Profits from Saint-Louis fell 
to FFr252m in the first half 
from FFr462m last year, partly 
due to high restructuring 
costs. Worms was also affected 
by the problems of Compagnie 


Nationale de Navigation (CNN) 
in the oil transportation sector. 
The losses .from CNN rose to 
FFr46m from FFrBm. 

Athena, the insurance com- 
pany, suffered from the general 
pressures ou the French Insur- 
ance sector. Net profits from 
Athena fell to FFr217m from 
FFr257hL The losses from Arc 
Union, the property company, 
were reduced to FFr49m from 
FFrl67m while net pro fi t s from 
the Demachy Worms hanking 
business rose slightly to 
FFr44m from FFr 41 m 

The sale of the Financfere 
Truffaut shares yielded a profit 
for Worms of FFrl87m. The 
group also expects in toe sec- 
ond half to n»akp more excep- 
tional gains from the sale of its 
old corporate headquarters on 
Boulevard Haussmann in 
Paris. 


Fall at French retailer 


By Alice Ra wsthom 

BHV, the French retail group 
best known for its department 
store by the Hi tel de Ville in 
Paris, suffered a sharp foil in 
interim net profits to FFi9.5m 
($L7m) in the first half of this 
year from FFr20 .2m in the 
same period of 1992. 

The group, like other French 
retailers, has come under pres- 
sure became of the sluggish 
state of the economy. Con- 
sumer spending in France has 
been static for some time, 
reflecting the high rate of real 
interest rates and concern 
about rising unemployment 


News of the decline in BHYs 
profits follows shortly after a 
gloomy announcement by Pin- 
aid t-Printemps, another lead- 
ing stores group, that its 
interim net profits fell to 
FFrL89m from FFr330m. 

BHYs sales declined by 7.8 
per cent to FFrlJ39ba in the six 
months from FFrL75bn at last 
year's interim stage. As a 
result# remained in the red at 
the operational level with a 
loss of FFr21.2m, against 
FFr8m last year. 

The company attributed the 
foil In sales and its operational 
losses to the “difficult eco- 
nomic environment”. 


Philips 
confirms 
deal with 
Rabobank 


By Ronald van de Krol 
in Amsterdam 

PHILIPS, the Dutch 
electronics group, has con- 
firmed that it recently 
arranged a sale and lease-back 
transaction with Rabobank, 
the big Dutch co-operative 
bank, but declined to give any 
farther details of the deal. 

The company refOsed to 
comment on a Dutch radio 
programme which reported 
| n«»t Rabobank had purchased 
I certain intangible assets, such 
as patents and technology 
licences, and then leased them 
back to Philips. 

The programme said the 
transaction was arranged in 
the summer and was worth 
several hundred million guil- 
ders. 

Philips, which is redoubling 
efforts at asset management 
undo- its finance director, Mr 
Dudley Eustace, would say 
only that the transaction had 
taken place “recently” but it 
refused to say what kind of 
assets were Involved or how 
much they were worth. 

The deal received indirect 
blessings from file Dutch gov- 
ernment It emerged on Friday 
that the Dutch cabinet 
approved the tax implications 
of the deal in the summer 
after the country's tax authori- 
ties had initially balked at 
Rabobank’s plans to purchase 
the assets. 

The deal means Rabobank Is 
likely to pay less corporate tax 
this year than would other- 
wise have been the case. 

The Amsterdam stock 
exchange said K had not yet 
decided whether the transac- 
tion was price-sensitive Infor- 
mation which should have 
been reported to investors. 

Philips' shares did not react 
to news of the lease-back 
arrangement, closing 
unchanged on Friday at 
F13&20. 

The transaction has received 
wide attention in the Nether- 
lands, where it has been inter- 
preted as a gesture of govern- 
ment support for one of the 
country’s most important com- 
panies. 

Philips, which is plagued by 
recession in the consumer elec- 
tronics industry, has been 
making a conce r t e d drive to 
cut its working capital and 
boost its cashflow. Until now, 
however, it has not pnblicly 
reported a lease-back arrange- 
ment 

Earlier this year. Philips bol- 
stered its balance sheet by sell- 
ing its minority stake in a 
semi-conductor joint venture 
to Matsushita of Japan, gener- 
ating a gain of FI l.lbn. 


Tokyo cracks down on builders 

Robert Thomson writes on the latest Japanese political scandal 


F OR the past few weeks, 
Japanese television view- 
ers have watched the 
almost nightly drama of con- 
struction company executives 
being hauled from thwr homes 
and escorted to the Tokyo 
Detention Centre for question- 
ing about their role in an 
unfo ldin g political scandaL 
The construction industry is 
traditionally an Important 
source of campaign cash for 
Japanese politicians. At the 
last count, 18 executives from 
five leading contractors had 
been arrested for alleged 
involvement in the bribery of 
provincial government leaders. 
The public prosecutors con- 
tinue to circle the industry. 

This crackdown by the 
authorities has come at a dif- 
ficult time for construction 
companies where margins are 
already under severe pressure 
from the downturn in the econ- 
omy and an accompanying 30 
to 40 per cent foil hi property 
prices. 

Most contractors have down- 
graded their profit forecasts for 
this year, and the five compa- 
nies implicated in the scandal 
- Taisei, Shimizu, Hazama, 
Mitsui Construction, and Nish- 
imatsu Construction - are 
likely to feel the squeeze more 
than moat. They are temporar- 
ily excluded f ro m bidding for 
some public works contracts. 

“The situation is really very 
severe, and we will have to try 
to regain confidence.” a man- 
ager at Taisei explained. Taisei 
was embarrassed this week by 
the arrest of a vice-president 


NEWS DIGEST 

Third-quarter 
profits down 
36% at Alcoa 

ALCOA, the big US aluminium 
producer, said Its own 25 per 
cent cutback in US aluminium 
production in the third quarter 
had foiled to bolster prices, and 
that rising world al uminium 
inventories and a correspond- 
ing price slide led to a 36 per 
cent drop in its third-quarter 
earnings, writes Laurie Morse 
in Chicago. 

The company said ft earned 
jssftm, or 32 cents per common 
share, in the quarter, down 
from $453m. or 52 cents, in the 
same quarter last year. - 

The quarterly results bene- 
fited from fig, fim in tax adjust- 
ments. and Included a $4m 
charge for employment reduc- 
tions at Alcoa’s fabricating 
plant in Davenport. Iowa. Sales 
for the third quarter slipped to 
$£ 2 bn, from $2.4bn a year ago. 

For the first nine months, 
Alcoa had operating earnings 
of $96m or $1.08 a share. 


over the company’s Y 20 m 
($190,000) payment to a prefec- 
ture governor. Prosecutors say 
the payment was a bribe, while 
Taisei insists that it was 
merely a political donation. 

A court will ultimately 
decide, but the Construction 
Ministry has already 
suspended Taisei from public 
works contracts for two 
months and local governments 
might do same. In an aver- 
age year, the company said, 
public works account for 20 per 
cent of orders, but the ratio 
had risen from 25 to 30 percent 
this year. 

Before the arrest this week, 
Taisei was expecting pre-tax 
profit for the six months ended 
September to be 34.8 pm- cent 
lower than a year earlier on 
safes down 6.4 per cant The 
only positive turn fix' Taisei is 
that Japanese interest rates 
are now at their lowest ever 
levels with the official discount 
rate standing at L75 per cent 

In the case of Hazama. 
another implicated contractor. 
47 prefectural governments 
and 12 cities imposed tempo- 
rary bidding bans, ranging 
from two to four months, 
which the company said will 
remain to place until we “are 
designated as a bidder again”. 

Under the Japanese bidding 
system for public works pro- 
jects, a company must be “des- 
ignated” by the authority 
responsible, which fo under no 
obligation to explain why a 
company is overlooked to the 
bidding, manning that a sus- 
pension may be indefinitely 


although special charges 
reduced the total to 991.7m or 
$L03. 

In the comparable period last 
year, before a special account- 
ing change, the company 
earned $156 An or $1.81 a 
share. 

Amdahl forecasts 
deeper loss 

AMDAHL , the struggling US 
mainframp computer manufac- 
turer. said it expected to report 
an operating loss for its third 
quarter “considerably larger” 
than its $23.7m second-quarter 
loss, writes Louise Kehoe in 
San Francisco. 

The company blamed con- 
tinuing “depressed conditions” 
in the mainframe computer 
market, together with “intense 
competitive pressure on pric- 
ing” for its losses. 

Industry analysts said that 
International Business 
Machines, Amdahl’s chief com- 
petitor in the mainframp mar- 
ket, has been deeply discount- 
ing prices of its mainframe 
computers to a bid to boost 
sluggish demand. 


extended, by some govern- 
ments. 

“We won’t really know when 
the penalties are over until we 
are nominated again,” Hazama 
said. “Even though the period 
of our ban is two months, the 
period will not exactly be two 
months. It Is likely to be lon- 
ger.” 

Last week the company' was 
forced to revise downwards its 
forecasts on profits for the cur- 
rent corporate year, ending 
March, its forecast for net prof- 
its was lowered by 26.7 per 
cent on sales expected to be 
12.7 per rent lower than earlier 
estimated. 


H azama might benefit 
from an increase in 
public works orders 
next year, as governments 
have held back in awarding 
contracts, fearing that the win- 
ner may be to the 

scandal, which would force file 
complicated award, procedure 
to be conducted again. 

In August, government 
orders to the 50 largest con- 
tractors were down 42.7 per 
cant on a year earlier, the larg- 
est foil store the Constnudfon 
Ministry began collecting fig- 
ures in 1959. In the same 
month, private orders were 
down 9.3 per cent, partly 
reflecting the growing surplus 
of office space to Tokyo and 
Osaka, the two largest cities. 

The surplus is particularly 
acute to newer commercial 
areas, where buildings 
sprouted during file late 1980s, 
the bubble era, and developers 


Amdahl’s anticipated losses 
have raised raised concerns 
about IBM’s performance. 

Canadian bank 
may bay insurer 

CANADIAN Imperial Bank of 
Commerce, the country’s sec- 
ond biggest chartered bank, 
plans to become a big player to 
trust and insurance deals, 
according to Mr A1 Flood, 
chairman, writes Robert 
Gibbens to Montreal. 

However, along with several 
oth er Canadian banks, CIBC is 
cutting back in Europe and 
dosing offices to Paris, F rank. 
fort and Milan. It will leave 
Australia by 1995. 

Mr flood confirmed he has 
had talks for die possible take- 
over of Montreal Trust from 
BCE and National Trust, which 
is family controlled. 

CIBC already has a small 
equity interest in National 
Trust while Bank of Nova Sco- 
tia is also a contender for Mon- 
treal Trust 

In the longer term CIBC is to 
the market for a US retail 
bank, Mr Flood added. 


are still completing the more 
ambitious projects planned 
during those heady days. 

Officials at the Co-operative 
Credit Purchasing Company, 
established by Japanese banks 
to rfewr away bad property-re- 
. feted loans, expect commercial 
property prices to continue 
faffing for at least another 
year. 

Japanese manufacturers 
account for about 20 per rent 
of private construction orders, 
but are reducing capital spend- 
ing at home and expanding 
production facilities in cheaper 
east Aslan sites. 

The industrial Bank of Japan 1 '' 
expects that capital spending 
fins year will slip by 2J per 
cent, the second consecutive 
. fall, and the Bank of Japan has 
warned that the higher yen 
could lead to a “massive sub- 
stitution” of overseas invest- 
ment. 

. In these harsh conditions, 
scandal is an unwelcome bur- 
den, but companies which have 

av oided Im plicatio n to the lat- 
est spate of allegations are 
likely to receive a fresh flow of 
orders. For example, Obayashi 
this week raised Its pre-tajv 
profit forecast from Y52bn 
Y60bn for the year to March. 

However, the company has 
cut the net profit forecast from 
Y23bn to Y13bn,as it has cho- 
sen to confront a separate but 
common affliction for the 
mdnsbry, over-exposure to the 
US prop er ty market Obayashi 
is to liquidate three subsid- 
iaries and write off losses of 
YSObn. 


Austrian 
group In the 
red mid-year | 

RADEX HERAKIJTH. the 
Austrian fireproofing materials 
and building supplies group, 
reported a loss of Sch48-2m 
($tL3m) for the first half of 1993 
compared with a Sch59.4m 
profit in the same period test 
year. Revenues -dropped by 12 
per cent to Sch4u37teL 
Mr HeUmut Longln, chief 
executive, forecast a slight 
improvement to frifl-year prof- 
its from last year's SchiaMm, 
mainly because oF an antici- 
pated SchSOm to SehSem profit 
at the Heraklith Baustoffe 
building materials subsidiary. 

Mr Longln also said that 
both Radex and its two quoted 
subsidiaries would maintain 
their dividends. " 

The group has been hard hit 
by the slump in the steel 
industry. Its Veits ch-Ra^c 
subsidiary is the world leader 
in supplying magnesite to line 
blast fornaces. 


THE NEW FT-SE ACTUARIES INDICES CLASSIFICATIONS 


From January, 1994, a revised 
industry classification will apply to 
the FT-Actuaries All-Share Index and 
the other FT-SE UK indices. Below 
are listed the current companies of 
the All-Share Index presented in 
their new classifications. Any 
company wishing to query if s 
classification should write by 
October 31 to Mr Adrian Dicks, 
Secretary, FT-SE Actuaries Industry 
Classification Committee, Financial 
Times, Number One Southwark 
Bridge, London SE1 9HL 

10 aHEHAL EXTRACTION 

■ SECTOR 12 Bctractfva industries 
121 Copper MWng 

RTZ Carp 

120 OtoHmal Extractors A Mfaee 

Berdan Ottpi English Ow Days; Stermhc Watts 
SUuBaawtCo 

■ SECTOR 18 OH. Mnpatad 
ISO OH. Inteyeted 

BritMl Petroleum Co; Burnish CostrcH: She* Transport 
& Trading Co 

■ SECTOR K Of ExptoraUcn & Production 

M2 Ofl e— ».. ^ ii in || nriil ml h Mi 

BrittsttGamoo Paboiaten Syndicate: Clyde Potnotaun; 
Enterprise Ofc Goal Petroleum; Hatty Ol a Gas; 
LASMO; Mktend a Seen* Resources; Monument OH 
& Qas; m PtMokatx WanaMf, PraitMr 
OonaoMda M d Oittafcte Trim Europe 
103 Ofl Samoa 

3knon Engkwstng 

20 GENERAL MANUFACTURERS 

■ SECTOR 21 EHhflng Contractors 
210 BuBdtog Contractors 

AMEC! AsMaaO Group; AwonUde Group; Barren 
Oe w l opmatte; Bateray; Bertcalay Graqa CThsfc Boot 
(Homy) a Sons Bryant Group; Casein Group: 
ComtrysWa Properties; Crest ffchcteon; GMIkint; 
Ooason 0*0 Group: Hewden-Shiert IMng (John); 
Meurdas (Jem* Group; MeAlppH pHtroift MeCretny 
a Saw; M a a ta r n tfnM A Co: Pa uh nenon; Rteni; Tay 
Hones; Taylor Woo d row: TBtxry Doutfxrc vaaropte* 
Wastbury; VHaon (Cotmoly) Hokfngs: Wfaan 
Bowden; Vfflmpay (QeayH 

■ SECTOR 22 BuHteig ll ete rte li a Mai chreihi 
222 Bofldtaa W i lnU 

Aksnoac Group; Angtei Group: Bsggeddge Buck; 

Ohm CktSe ferduatrtes; BPB industries Charter: Epwki 
Group: Bcpomei taMiwaonefe Fabor Praat Gynwrod 
Intetnadonfl*: H apwot n. Haywood Wtearaa Group: 
Kretack Jatnsen; Marioy; MeMU; MB-Creadon; 
Morgan Crudtfe Co {That Ne w ma n Tortcs Group; 
Norcros; FUiguc Poiyplpe: Hedtanct RMC Group; 
Rugby Grow Spring Rem CorpTc Tarmac; VUaMc 
220 BaMare Merchants 

Meyer MameUanU; Shefdted hntdaOona Group; Trents 
PwWrec wans Woreteay 

■ SSCTOR 23 Cbarnioris 
232 Cbaetecate, ConmodRy 

BOC Group (Thefc Brora interr mKj i ia i . CourtMds: 
Imperial CnenScte Industries: Kteon Group; Mandarc 
McLeod Areste Hddkrge: MTM 
234 Cbrentoal*, SpecMty 

MOed CoBaUg Group: 3 TP; Coming (Wfc Goofcsan 
Group; Ooda In tpi M O ma t Mdaoi awam a flonat; 
HaOoqr Chenecai Htfoam Lepatta; WbbMrtiahae 
RHc Yorfcstae Chamicria 
296 Chemicala, Materials Technology 

Britten VB* By« RorvaK VUbrM Storeys; Waasdt 


YJeCaBo&Co 


BTffc Diploma; Haneonc Hvrtaons a Croeiteict Larrtia; 
Barter Ow&Mm; Ross Group: Snreley indusMe* 
SUber, TtsrWns; Trafalgar House: TT Group: Viliam 
Hol d ings 

■ SCTOR 20 BacMflle Mi BaoMcal Equtomanr 
BacMoal Bqofcxnant 

ESCC; BJkxjgh; CTSorida Grots* CrttetSoy Group; 
Dafcc DomSng a MAS Kenwood Appfcaicas; Maddox 
Qtw MenviwvSunn Ooiac SchcMs Group; VoMx 
Grw« 

Electronic Equipment 

AmflUad; Bfck; Bowtnotpa : CML M uusyst sm s. 
Control Techniques; day D ac b oia e H oMnq s ; Drudc 
Itofcfciga; EuudMtm. Fee oy Grata!; Fanantt 
totamdorW; General SecMc Co: Grasaby; MusM 
Control Sarvtcas Group: PeMc RaeM Became*; 
Todpota Technology: TMem otun. TUnstai Group; 
Untacti 

OAco IMCMoery 

□enla Business Systems; Geatatner HokSngs; Fta* 
OrpantsMian; Southern Busness Group 

■ SECTOR 20 engM ewfag 
Bn^noorMg, MMwflr 

AMr 6 Lacy; ASW HoIdktSK EMdan; Ertteh SSMl: 
Johnson Maatwy 
Bttgtnae i lng F ebrt ca sore 

Castings: Cook (WVtantt HaV Engfceering (Holdings); 
H> a SmOi Hoiatngs; McXochree; MeteSrax QnuK 
Setter Engineering Groups Trttes Uoyd 
Enofrieertno. SpaoUttM 
Bodycott Intemeaonal; Motets; RencM 
Engineering. Contractor* 

Adas C on wait in g Equtpmant Babeodt I rtwad o na l 
Group; Hsden MocLaBen Hokings; Howden Group; 
Protean: Rocortc Saba; Spirax-Seroo Cn gl n e ie i ng. 

Weir GrcsdC Whassoa 
CntfneertriB. DteerMned 

AFV; Baynes (OmesK Sramspova Industries; Cnreta 
En gi neering Croup; ConoenW c; David Brown Group; 
Occrino Printing Sciences: BS Groups FKfc Hrirro; 
Hatnpson tedusotes; H u ptenaona Group: Xfc Johnson 
6 Rrtn Steen; Lra PrinOng TacftnotogW; Prospect 
tndusWex T1 Group 
O igtnv w t U B, Ae r we pe o e a Dri aer 
British Aewitpuuu.’ Criarrrtng Group: PR Group; 
Hunting: Ipooo Hck te g s : Meg gi tC RMb-Royca; SmOts 
Indusoies; Vicfcera; Vospar ThoroycRoft Hofdngs; 

VSEU Weedand Group 

teeb uin ei ita . Tenia 6 M ec han ical HandHng 

E quipment 

Barry WabrrMar IrtBroaflonat BurrfaflS Octeson Psrik 
inAatrtas: Fannar GB w tn radonafc HurJngh 
Technology; Lite Soancos Intanasond: mil 
inauumenta (teip (Thai; Naotranics Tatfnuiogy; 
Ortoro m arenants . Po wawc ro en w a ma ao nc 
H at da w; S enrom as; vtrrten Ooup; Wagon inaotrial 
Habteigs; Whatman 

■ dECTQR 27 Engtaaerina IteMclao 

AAF tedustrtea; Adwast Ooup; toon Rubtmr: B8A 
Group; Benson Group; BSG bitomaflorul: GKN; Load 
Group: Lucan induttilea; Meydowar Corp’n; Motor 
World Group: TiN; Tieratw Technology Group; * 
TrMty Hokdngs 

■ 3BCT0R aa Paper 6 RecfcagteB 
P^er a Packaging 

AB Group; Aflo Wtg^ns Apphbsn; Bwdan kvteaaMK 
Bowasv; aoonoro i wna ilo njt Bnnrii tter y Onn e 
tedurotas; Bund: oarpMn Pectaffng: Buwwc 
Ferguaan IntemeUanal HnMtega; Jarvis nmvOiap: 
Law 6 Bonn; Ma da rt ana Group tQa reanjn ).- Porrdj 
Gtomx RPC Group; Stdaw Ooup; Smrth (David S) 

(Holttig« Waddngam (Jonm 

■ SECTOR 29 TaaSaa « Appanl 
CUMm MflnutoctmvB 

hteeandra Wortue ea r ; Bted <WMan» Campgi 
teteroadg na r. Cteramont Gomana (HaMngsi: Dewtvsf 
Qraio; I Mon o; Lastewtee Group; Sienmod Cmtss 
SthSng Ckoup 
Wool 

AM TexBto Oampaites D aw son >nai na tio na l; 

Haggaa {John): Sedv 


Coats Viyelc Cowtadds Teodlss; McMteg P e nte co s t 
Janaa Stroud (Hoidngs); Lanont HcteSno*; Loads 
Group; Ma*ig industries: Readout krtamadorat 
Scaoa Gtcud 

297 Footwear & LiMthtr 

Btach peter) HoUngs ; HI Group: Hartsferw Group 
(The); Pendand Ooup 

30 CONSUMER GOODS 


■ SECTOR >1 B r awrtee 

Bre wer ies 

ABad-Lytrio: Baas; Buddlngaan Group (The); 
Biwtanwood Brewery; ftflar Srrtifi A Turner GraenaHs 
Group: Greene King: nstlya a Hanaotw Hod 
(Josepr* Mansfield Oewary; Manton Thompson 6 
Erorohed; Moriand & Co; ScoOtati a Naacaaoa; vaux 
Group; Wedtanooan (JOK vvhrbread: Wdvafianrpton 
a DucSay B ro veeri as; Young a Co's B ra wn r y 

■ SECTOR 32 DtaMara a Wteas 
DtedBara a Wines 

&*n«r (HU HolcSngs; ftim StawsrT Dtedters; Grand 
Maoopotear; Gunmass: KgNand Ostflanes Co (TM); 
Invergorden GstSera Groip: MocalarvOerEvae 
Macdonald Maran Onaerwi Matthew Oak: 
Marrydowrc Tamton Cider 

■ SECTOR 33 Food Manuteetursn 
Food Manufacturers 

Acaios a Hutcheson; As so c i a te d Brush Foods; Bar 
lAG); Bertsfart HernaUmM; BocAac Cadowy 
Schweppa* Ocfepak Foods: Dafgety. Devro 
mrernsiionat Euarest Foods; Rnby (Jamas); 
Hattewocd Foods; Hdtedown HokSnig* JU Gnx*c 
Matthews (BemarcQ; Nichols (JN) (Mmtct: Northam 
Foods; Pwicns Foods; 9ma Food Group; Tate a Lyte; 
Uragata; Llntever; United Bfacuita (Hatfng*. YorteJ*B 
Food Group 

B SECTOR 8* KoueaMId Goods 
Raratura 5 RnteMns* 

Adspnog Furor lure Qtxjp: CoCetvTt Camay 
Intan at o nJ Hokfings; Comwefl War Raiyon Group; 
Ste nP ivn Hoianga ; wtrfmr QeanPanh 
Floor Co waring 

Hatstead Uarnes) Group: Stoddard Sefcara 

U te ma nonJt 

HouaMicM Reqiisltea 

Joyes Group: UontMon; London Int e maho na l Group; 
Pa M raon ixhono; Ractett a Coiman 

■ SECTOR 30 MetScat Ancttariaa 
M eJca i ancBariaa 

AAK Amreshant WemaBcnofc Baspaic Ccnerrorny 
Hoa prtri a Group; Interca* Group; tsocron: ML 
Latoratones: Nestor -SNA; Quteity Cat Homes: 

ScnoT. Sewn Haaiinoe Group: SrnSi 8 Nephew; 
Takers: UraCham; Wartnwwte r HeMOi On Holdings 

■ SECTOR 37 Pharmncnatkarii 


Brtosh Bio- Technology Oroup; Ftaanx Gtea Hddngs; 
Grampian HoUngs; tte n pn gUun InSemMonal 
HtirSngs: Medma: Proteus hcai mU ji ia l: Sri matters 

Q 1 »«■-■ ™ 

ixcuknr. ntWOTn /jenca i 

■ SECTO R 38 Tobacco 
Tobacco 

BAT Industries ftotf ima ra kitemaOvaJ 


40 SERVICES 


■ sectors 4i msbumti 

412 n abteutui a o I tnrineti lal C o m p onunU a Equfcanard 

BM Group; Broromer; BSS Group: Be c teoc onponns; 
FraneB QectronCs; ISA i n tw na B uim t Whoiesate 
Ftongi fThefc 

414 DbMfauloro. Oman 

Casket BBS 6 Everard: Sriteseon (CMWteriK Time 
Products 

■ SECTOR « tjaleura A Hotate 

4m L e tew 

Amours: Boosey a Hawke* Davtd Uoyd Lasva: 
Ewocamp: First Leisure Corp'n: Oanada Group; 

Hr- Tec Sports; i arta ofce Ore w M a i Lh a n w umaa; 
Ownws Ateoed Group: Stanley Leaure Or gw e sa aon; 
THCPN EMI, Vardan; Wembley; 


Hotels « Caterers 
Coy Centra Amaurane 
Savoy HotoC Stteda 
■ aeCTOR 43 IMb 


Corryjoa Grwa»; Forte: 


Abbott MeadVtelm Angle Group; B aBtU tt Group; 
CIA GRaa>; Gold Greartess Trait More OTerraf; Page 
Mchanl Group; Raad Bneuttva; Saatehi a SaataM 
Co: Taylor NateonAOB; WPP Group 
434 nmartraptlng Contractors 

An^U Taieriaun Group: CapM RarSo: Canaan 
CertarsaacMtetra; Central indap»tea ri t TMaw te ot c 
Grampian TeterisTOn; LWT {Hidings); Metro Recto 
Group; Raao Oyda HoMhOK Boottish TeterisKw; 
Ulster Teinwsiort; YoriisWre-Tyne Teas T rie riP on 
430 PtetasMng 

Bristol Evening Post; D#y Maf a Generte Troat; 
Dorfng KMderaiay Hohflnga: BMP: Hoddar HaaSBne; 
Jotewton Press: Mirror Group Newi finp e r a; r eason : 
Portsmouth & Stmdariand Newspapers; Reed 
I n ttei mlun M; Reutere HOanga; Trinity Intamatlei M l 


Group; Tlphocte Transport Dooteapnartt Group 

■ SECTOR Bl Other Santee 6 Bosteaaaea 
martin Control 

Attwoode; CaW Group; Leigh totereats; Rente** 
Group; Shrarira & MoEwan Group 
Other B uste ea ns 

Arr^o LMtact Great Boutbam Gratex nanWarook 
Group; Sbioiair (WBraif HoUnga; UDO HaUngs 


■ SECTOR 44 RetaSar*. Food 
440 n wri t ten end Whole sa lers. Food 

Alban Rahar Group; Argyll Grom ASDA Group; 
Ashley Group; Brake Bros: Budgerra: Geeet; Graggs; 
icatend Group: Kate Sava Group; Vorr (MBarri) & Co: 
Momaon (Wm) Supe niw teata ; Uidn a Paacodc Pale 
Food Group: Sateabiay (Jt Taaco; Tharraons; W s tson 

a phmp 

■ SECTOR 48 RataBero. Mtetl depa r tment 

480 n atete ro, MMta n a paitm— 

Amber Day KoUtegs; Atgos; Aaprey; Baatte llama# 
Bentate; BerTuwaa. Brow (N) Group: Christie* 
Intemefl uns t Great Uravared Stores; WagBshar; 
Ubsrty: Maria a Spanoar; Sears; Storahouae; Wyar tea 
Garden Centres 

■ SECTOR 46 nauBare, ebata ataroa 
4«0 Ratetero, Criabi Stores 

Alercon Group; riartey (Lava) HctdngK Austin Boed 
GroteX Body Shop IntemaSanM; Boon Oo; Brown a 
Jadaon; Buricn Group; Criursh 6 Co; Oowby 
Casute HcMngs; Com (Funbriarsfc Obcons Group; 
Baan; Rna Art DewkMixinte; Freer Oro^r; Lloyds 
Ottnascs; Meratet fclohr* MFI Group: Moos Bros 
Goras Next Pantos; OS Hoktngs; Rosabys; Septet 
Graar Snrih (WH) QmaC Sw-Ptea Oowx T a S 
Sttesa: Tie Racx 

■ SECTOR 47 ReteSere, vaMele ctetributora 
470 Vehicle WeMbutore 

Applayard G*»jp; Cowie (I): European Motor 

HoUrtge; erana Hrisriarr HcMtrrga; Goode Duriant 
Hertys; IncMtepa; Kwrit-FK HoMngx Lte Servrce; 
Pendragon; Parry Group; V«dy (Rag) 

■ SECTOR 48 Siaiport Sartrtcaa 

481 Boeteeee S u o ixe t S er vices 

Barbow Index: BET; Bridsh Data Mau gament ; rtapga 
Group (Trite: Date Service Group tThdR Htqn; OS 
W a mM kmal b w paetton ; Preudtaat: RCO HoMnga; 
Rteardo Group: Sereo Group; 8herwood Computer 
Senaoaa 

482 Ed uc at ion. Bualnaaa TTOWeg a Enrpwymant 
« ge net ee 

BPP Koldtegte CRT Gmup 
48* Sacurtty 6 Aterm Services 

Auktmtatd Security (Haksngat; Chubb Swcwhy; 
Photo-Me S te m atoiM. Ite aanoe Seemly Group 
486 I e un dr tee a Ct eonsi u 

Jahnaon Group Q oa re re ; Sta TOriter. Warner H o w ard 
Group 

467 Computer S e nd ee s 

ACT Group; Adnarte; □ e U ronl c Bala Pi o cejilut. 
UrgtCK Macro 4; Micro Focus Qrw Mtoogon 
Ha ten g s: Mtaya; MR Date Management Group: Gaety 
Software Prated* Hotengat Sage Group (Thifc Seme 
Group; vtasac Group 
488 Print S enricaa 

Bamroee CooTn; De La ftoa: Huttare Airrtey Gou x 
St fires; Ware Group: Wahnougha (Holdngri 
te 3ECTQR 4Q T rsna pc r t 
490 Ttrwreport 

Aasodated Btten Porta Hokange; BAA; BNWt 
Airways: Oawsoogra^: Esxrotumri/Ereroturtnar SA; 
Forth Porte Meraey Docka a Martsev. Wtam 
Espresa: RFC; Ocean Group: P a O Steam Mnripmhm 
Co; Powte DutVyn; Stegecoatfr; TUrbett S B«ten 


eounuTiES 


east MUands Sedrictty: Eastern Bectridty: London 

[~Tjj wl «e_ lilfteTteirel i rimi lefi~tfir fir_|| * 

OBIWESCy, bUlllnu. “gOIiWyi sVBOtia 

P oia a. Northam Bactric; Natham hater d B eclridty; 
NORWB; PowatGarc SooEMi Hym O acMc ; 
ScottWr ponar; 8SBQARD; South M6w BacbteHy; 
South Wastam BacMcXy: Southan 8>cMcVorkat*« 
P ecMcty Group 


BriBsh Gate Cater Group 
■ SECTOR 68 TMaphewe 
Tetaphone Syteemi 

Brtteh IWaoonrnadGadenc Cable at 
Sacwteor Group; VodMona Gnagi 


Angten Wster, Bristol VMter HcMi«k MM tto* 
Hotalnga: North West Wrier GroofX Northumbrian 
MWer Grourr Seearn Trert; South ShdfanlaMre Water 
Hoidteg*: South West Water; Souriam Vtetar; Thames 

i/u^uh laf-^—, __ \r<wliwttew 

, rTVyil WB^WA •V^rer T WmSteW WKIr 

70 PUIANCIALS "" 


Abbey NaSoraC Bar* of Seoliand (Gowmora Co oft 
uaucya; rDou rioartfp; uojm owK rmwai 
W aaO tem erBenlc Royal Bank of Scotend Group 
(That Sbardted O ta teart T3B Qiotp 


Oa*n Hcfcflng^By ysot Leads; 

' llTTI .! L n II faLiri I I** l^ee 

llammanon Property trqrAPsy Cqip'rr: Land 
aaritee; London MerdS^rodMas; MEPC; 
Muddow (A a J) GrauprP^jfmcInpe; PSTTi SaviSe 
Oonkm (J) Gkhk SooBWr ri te li p ijft ai Pmpany; 
Stough Ctfte sK Southend Proper^ HMJrga; 
Steobopa Aoperttee; Town Centre Sacurttea; TtadlM 
Btet BteteKWraner Estate HoMngc Watea CXy of 
London ftoparttea r 
PropertyAga ertee 
Hanteg Btear Hrerie Grotgr 


OommereU Union; Do m e edc A General G ro up ; - 
Gamete Acdctent; Guerdten Royte BtcriaigK Royte 
tesuratos Holdtegp Sun AStetae Group; Ttaoa 

ktdainally GTOTO - .... 

■ SECTOR 74 tee nrencm Ute . . 

740 tosioa n ca, Ute 

BrtttemicAoauiance; Legal A GanaiteCMuR London . 
A UaDohaeinr Goup; Piudsofial Ooip; flaftga GocpC 
United FrtandTy Group 

■ SECTOR 7S M e rcha nt Bata 


Goup: S u teodare; anger a fttedtexter Gage 
Wears {SO Goup 

■ SECTOR 77 Other rtateiN te 
772 ITnen da L Other 

AbonJeen TriteC Btetec Calwdocis Jnvstenwta; 
Catsa’a 0toKlngte; f%st Wtente Ftnmwa CcrpTis - 
Handnon Atfetentebtekn Gour MCSCO: Inory 4 
Sims: JuptarTyndM Group: London Fortteang Cos 
London SeotOtei Bardc M 8 G Gouk MAE Aotedart 
Fhancra* Rtehbone Brodrem; Attend Troac S 8 IE 
Secure That Group; Snteh New Court & James's 
Place Create; Tito HofcSng* 

774 Otecumtllo aa aa 

Cater Man HoidrrgK Garrard A Ntetente HoUnge . . 
778 I n s ura n ce Brokets 

BratelDCk Group; HaaOt (Cft: Hoag Group: Hogg 
Rabhson: SB S a p ; Uoyd Ttronrpaon Group; 
Lswndua Lambert Group Hoktegs: Sedgwick Chutes 
State Bun* Jonas Gnqc Bhaga Hobtega: VHa 
Conoon Group; 

■ SECTOR 79 Property 
792 Pr ue r g 

AAed Landen Pr up arBe e. Aeda Property IWihgt 
Shore Bradford Prroptety Tn«t BriWi Lead Ooc 
Gbaat Estate: Burtcrd Htednga; CbeettefiM . 
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Finland helps Eurosterling sector back to life 

THE ETTPrKynimT »*■»„ . . 


™ ETOOSTERUNG sector of the 
international bona market has 
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*** pros P ect of further 
te ^ comin 5 week. 

eaS^nk\ 6 ^ ianr,s l f rgest mortm 
^btok). Fisons. and Turkey are 

S2S 2 5* being talked 
about m the market as likely to 

S^u? ,l !!S t#rlta * dea ls thS 

week, although. a big question mark 
hangs over the latter. 

On Friday, Moody’s, the credit 
ratmg agency, placed Turkey’s rat- 

S*S?!L rwr,e ^ for 508311)16 down- 
grade because of concern about its 
deteriorating public finances Tur- 
key has a long-term debt rating of 
Baa3 from Moody's, making it 
investment grade. If Moody's lowers 
the rating, it would f&U into the 
sub-investment grade category. 

At worst, Turkey's Eurosterling 
issue could be postponed until a 
derision on the debt rating is take n, 
although market participants on 
Friday thought the deal would prob- 
ably still go ahead but with a more 


generous yield pick-up over gilts 
than the 220 basis points initially 
indicated by the lead manager. 

This year has seen a record 
amount of Eurosterling issuance, 
admittedly at a time when the inter- 
national bond market as a whole is 
witnessing record volume. Euros- 
terling issuance so far thig year has 
reached £25.0l2bn, up from mg^s 
total of £13.107bn, according to fig- 
ures compiled by Euromooey. 

Much of this year's issuance, how- 
ever, took place in the first and 
second quarters. Foreign investors 
Were willing to buy sterling assets 
to take advantage of currency 
appreciation, while investors in gen- 
eral were attracted by the relatively 
high yields and the prospect of fall- 
ing interest rates. Borrowers hun- 
gry for ftinds took advantage of the 
demand and in many cases the 
deals were swap-driven. 

Euros terling yield spreads over 
appropriate gilts have declined 
quite substantially this year. For 
example, the S.G. Warburg Securi- 
ties AU-Stocks Non-GUt Index 


Eurosterlhtg bond* 


New Issue volumes 1 992/93 (bn) 
4.5 



Jan Mar May Jud Sep Nov . 
Feb Apr Jun Aug Oct* Dec 
Sww Euranomy "83 Ague to data 


shows the average spread over gilts 
has fallen from 98 basis points at 
the end of 1992, to a low of 58 basis 
points on August 24, and stood at 61 
basis points on Friday. 

For example. BT launched a 10- 
year £500m issue at a spread of 18 
basis paints over the gilt on August 
25. Since then, the spread has tight- 
ened considerably and last Friday, 


Lehman Brothers, joint lead man- 
ager for the deal, was quoting a 
spread over the gilt of 3 basis points 
(bid) or flat (offer). 

“Spreads have been tight and 
they are now beginning to reach a 
low," said one dealer, adding that 
this was a reflection of strong 
demand from overseas investors, 
many of whom were attracted by 
Euros terling yields and the prospect 
of sterling appreciation, particularly 
against a background, of declining 
European interest rates. 

After a period of consolidation in 
September, the sector appears to 
have recovered and rumours of fur- 
ther new issuance have started to 
circulate. However, despite inves- 
tors' calls for long-dated paper, new 
supply is likely to be concentrated 
in the short and medium-dated 
areas given the positive shape of 
the yield curve. Most issuance this 
year has been in the six to 10-year 
area, with this sector accounting for 
£HL509bn, compared with £6.311bn 
in the one to five-year area. 

A few names in the financial sec- 


tor have opted for longer-dated sub- 
ordinated capital but corporate 
names have steered clear of the 
ultra-long area. "If you are a corpo- 
rate borrower, it Is difficult to con- 
vince your board to lock Into inter- 
est rates at 9 per cent at the long 
end when short interest rates are 6 
per cent," said one dealer. 

It seems unlikely that corporate 
borrowers will issue ultra-long 
bonds unless the yield curve starts 
to flatten. “At present, any com- 
pany which borrows at the long end 
and does not put the money to 
immediate use is going to suffer an 
enormous opportunity cost of 
carry,” said Mr Tony Moverley of 
Baring Sterling Bonds. Also, most 
corporate borrowers expect 
long-term Interest rates to continue 
to decline, perhaps to 6.75-7.00 per 
cent from the current level of 12 
per cent 

"Frankly, most UK corporates can 
afford to wait,” says Mr Peter Capri 
of Hoare Govett 


Sara Webb 


NEW INTERNATIONAL BOND ISSUES 


Borrower 




US DOLLARS 

NtehoCojpfeM» ’ 

Telecom Argentina 
PemzoH Ca(c}§ 

WoorffieW Finance Carped# 

KPeabody AcoeptCorp-lfeW 
K. Peabody AccaptCorpLllagJt 
Sno Land Co.(m)§ 

Korea Bectric Power Carp. 
Korea Bectric Power Com 
ScancBa Capital 
S Puerto tie Liverpool 
Bayerische Landesbank 
DINE 

Banco de Gafida&w) 

D-MARKS 


Amount 

m. 

Maturity 

°T 

Price 

130 

Oct 1997 

0.75 

100 

500 

OcL2000 

&375I 

99.40R 

435 

Oct-2003 

4.75S 

100- 

172 

Oct 1966 

(4 

100 

100 

Sap.1999 

(!) 

100 

100 

Sep-2000 

y 

100 

175 

OCL2000 

5.00 

100 

190 

Oct 1996 

4^0 

99.332ft 

185 

Oct 1995 

4.1% 

99^7R 

150 

Nov. 1998 

6.00 

99J36R 

100 

Oct 1996 

72S9 

99.84R 

500 

Nov. 1998 

4.75 

99.42ft 

75 

Oct 1998 

a 125# 

99.95R 

50 

Sep 1996 

7^85# 

99v88Q5R 


Yield 

% 


Launch 
spread bp 


Book runner 


Nomura Internationa 

8.490 +348 (8*96-00) Chase Investment Bank 
Lehman Brothers IntL 
JP Morgan Securities 
Kidder Peabody ML 
Kidder Peabody ML 

JffltSne Barring 

Men* Lynch ML 
Men! Lynch ML 
Morgan Stanley ML 
Lazard Frires & Co 
UBS 

JP Morgan Securities 
MG Bank 


4.744 +55 
4.354 +45 
6.039 +125 
7.310+320 
4.884 +15 
&137 +345 
7.G2S+3S2 


(4*16-66) 
(35496-95) 
(4*96-98) 
(4% 96-96) 
(4*96-98) 
(4*96-98) 
(49696-85) 


> 


European Investment Bank 
Bank Austria 
Province at Quebec 
Coune* of EurupeMt 

STERLING 


500 

Oct 1998 

5.75 

ioi aa 

250 

Nov .2003 

6.125 

99.375R 

500 

Nov .2003 

6.375 

99J25R 

100 

Nov.2003 

&00 

101.90 


5J17 - WesJLB 

6211 +22 (8V696-03) Drradner B a* 

6.469 +46 (BV696-03) WastLS 

Trtnkaus & Burkhardt 


Republic of Finland 
Gracechurch PLF (NalXortt 
n Gracechurch PLF (NalKftcdt 
/ Barit of Scodandfi) 


500 

Oct2000 

7.00 

8955R 

7.065 

+37 (996-00) 

250 

Dec. 1988 


99-975R 

. 

. 

30 

Dec. 1998 

(q) 

100 

- 

- 

200 

undated 

8.625 

69204R 

8.710 

+130 (896-13) 


Barclays de Zbeta Wedd 
UBS 


YEN 


Sumrlomo CorpO’seas CapL^ 
FRENCH FRANCS 

15bn 

Fetx1996 

2.90 

1IM.15R 

Mitsubishi Finance ML 

France Telecom 

2bn 

Nov^006 

&25 

98S3R 

6.420 +16 (1^ CCF 

Kingdom of Sweden^ 

Ibn 

0ct2003 

6.45 

10QR 

6.450 +35 $*96-03) CCF 

Kingdom of Denmark 

7bn 

Oct 1999 

5^0 

98.61 R 

5.781 +15 (8*96-99) Banque Parfijas 

Department of Hauts-de-5eine 

700 

Nov-2004 

625 

9953R 

6.311 +22 (9*96-04) Deutsche Bank France 

General Bectric Capital Carp 

15bn 

Oct 1998 

5JaO 

96-898R 

5.780 +20 (5*96-98) MafriU Lynch (French 

Crtrfrt Local do France® 

Ibn 

Aug.1998 

5.75 

98541 R 

5.759 +18 (9%%-98) CNCA 

Banque Parflws 

4bn 

NOV. 1998 

aoo 

9033R 

6.160 +52 (959%- 96) Banque Perfljas 


Borrower 

Bayerische Veranrijarik 

General Electric Capital Corp 

ITALIAN URE 

Amount 

m. 

150 

125 

Maturity 

Dec.1987 

Nov.1998 

“T 

6.00 

6J75 

Price 

99J375R 

9955R 

Yield 

9i 

an 

R411 

Launch 
Spread bp 

+37 (61M6-96) 
+15 (B%96-9 8) 

Book runner 

Wood Gundy 

Paribas Capital Markets 

Cle Industriafi RlunlteM§ 

283bn 

OCL1S98 

ZOO 

81209 

. 

. 

Lehman Brothers ML 

Bayerische Hypobank 

150bn 

Nov.1998 

8.05 

101.755 

7.615 

- 

BCl/ Banca EuromobDara 

Kingdom of Sweden 

300bn 

Oct 1996 

aoo 

10153 

7.413 

- 

Banca EuromobCare 

AUSTRALIAN DOLLARS 

GMAC Austrafia Finance 

50 

Nov.1998 

725 

10155 

6573 

. 

Hambros Bank 

SttiAustraSan GovtFtaAuth. 

100 

Nov.1998 

6.50 

10150 

6.143 

- 

NambtDS Bank 

DANISH KRONER 

City of Copenhagen 

350 

NovJOOO 

6.75 

102 

6-387 

- 

Unibank 

PESETAS 

Kingdom of Denmark}: 

15bn 

Oct 1998 

(n) 

100R 

- 

- 

BcoJtegodoa Argentaria 

HONG KONG DOLLARS 

Swedish export Credit 

300 

Nov.1998 

(0 

100ft 

- 

- 

Morgan Stanley Asia 

SWISS FRANCS 

Asahipen Corp.(b)*<f> 

60 

Oct 1907 

050 

100 

- 

- 

Credit Suisse 

STEG* 

60 

Nov. 1997 

4275 

102 

3.826 

- 

Credit Suisse 

Tokyo Gas Co. 

200 

Nov.2002 

450 

102575 

4.178 

- 

UBS 

[Siam 

100 

Nov 2000 

4.75 

101.75 

4.454 

- 

Coutts 6 Co. 

City of Viema* 

LUXEMBOURG FRANCS 

150 

Nov. 1997 

425 

10120 

3.730 


Swiss Bank Carp. 


CANADIAN DOLLARS 


Bayerische Landesbank) 
inter-American Da/ment Bank 
Telesat Canada 
KAY International Finance 


100 

Nov.2003 

ID 

99.875R 

250 

Nov.2003 

725 

9S.D65R 

75 

Oct1998 

750 

9955R 

200 

Nov. 1997 

8.00 

9S58R 






- - M. Lynch/ Wood Gundy 

7.386 +23 (71696-03) Swiss Bank Corp. 

7.612 +110 (81496-08) CS First Boston 
6 l 122 +33 (6H96-9Q Swiss Baric Cotp. 


Genffnance Luxembourg Tbn Nov .2003 7375 101.95 7.096 - BGL 
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RISK AND REWARD 


Volatility a derivative 
of the new US 
accounting standards 



US BANKS and 
insurance compa- 
nies will have more 
market risks to 
manage when new 
US accounting stan- 
dards come into 
effect in January. 
The rules require 
countless capital- 
sensitive institutions to reconsider 
the assets in their portfolio, and In 
some cases, mark them to market 
for the first time. , that is. price a 
position or portfolio at current mar- 
ket prices. 

Assets not intended to be held to 
maturity must either be classified 
as “available for sale”, and marked 
to market, with unrealised gains 
and losses reflected in equity, or 
counted as “trading” with unreal- 
ised gains and losses affecting 
income. 

That is a shock to the more con- 
servative banks that value assets at 
historical amortised cost. If a bank 
has long-term bonds in its portfolio 
and cannot prove they will be held 
to maturity, the securities must be 
marked to market quarterly. 

Since the current low interest 
rate environment has been kind to 
long-term investments, the initial 
effect on most institutions' equity 
will be beneficial. But under the 
new rules, profitable portfolios will 
be subject to the whims of the mar- 
ket, and even a small increase in 
interest rates at the end of a report- 
ing period could mean marking 
down asset values. 

The new standards, dubbed 
Financial Accounting Standards 
Board rule 115 (FAS 115), win skew 
the true picture of the nation's 
b anks and introduce unnecessary 
capital volatility, according to the 
American Bankers Association, the 
US banking lobby. Part of the 
ABA's objections are based on the 
feet that FAS 115 addresses only 
one side of the balance sheet Even 
if a bank has perfectly matched 
assets and liabilities, only the assets 
will be marked to market, convey- 
ing an inaccurate picture of its capi- 
tal position. 

The reaction by small banks has 
been to shorten their capital hold- 
ings. Maturities of four years or 
under are far less volatile than 
long-term bonds, though not nearly 
so profitable. With the yield curve 
at its steepest level in years, short- 
ening maturities could mean sacrifi- 


cing 200 to 300 basis points in 
income, trimming earnings. 

Given the recent history of US 
banking, bankers say they will 
gladly forgo income to preserve cap- 
ital and public confidence. Deriva- 
tives specialists argue that the 
trade-off need not be so costly, and 
proper hedging can insulate a port- 
folio from market volatility. Mr 
Craig Scbiffer, managing director 
for fixed income derivatives at Leh- 
man Brothers, says he has seen a 
big pick-up in interest in off-balance 
sheet products since FAS 115 was 
announced in June. 

Most popular with banks, he says, 
have been index amortising swaps, 
and collateralised mortgage obliga- 
tion (CMO) swaps. Where standard 
interest rate swaps exchange cou- 
pons while principal remains 
unchanged, both of these products 
allow for the principal to be drawn 
down If interest rates fell, imitating 
mortgage prepayments. 

Mr Richard Lodge, a senior vice 
president with Ohio-based BancOne, 
a rapidly-expanding super-regional 
bank, says derivatives allow a bank 
to customise its portfolio. “You can 
get the kind of risk you want, and 
the kind of maturities. That isn't 
available in the bond market. In the 
cash market, you have to buy 
what* s on the shell" 

He admits his bank's enthusiasm 
for derivatives is rare and that 
invariably, when BancOne buys a 
regional affiliate, it comes with lit- 
tle experience or understanding of 
derivatives. Valley National Bank of 
Arizona, with $l2bn in assets, had 
barely dabbled in derivatives when 
BancOne bought it a year ago. A 
designed programme of derivatives 
stabilised its assets, and with a 
recent subordinated debt issue, 
boosted capital ratios. 

Still, Mr Lodge worries that FAS 
115 will drive unini tiated bankers to 
derivatives use for the wrong rea- 
son, and draw the attention, and 
ire, of regulators already uneasy 
with the systemic risks associated 
with structured securities. “My fear 
is they will rush into these things 
headlong,” he says. “Most small and 
medium-sized banks don’t have the 
means to manag e them.” 

Wall Street, he adds, has the 
responsibility to make sure the 
derivatives they sell are suitable for 
these new customers. 


Laurie Morse 
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The FT Exporter Is a quarterly review providing comprehensive, up to the minute 
news and Information for exporters, Including an exclusive Top MO list of the UK’s 

teadlngexporteraja ^ opportun|t|es ChIna an „ Poland as we ll 

„ lnsteht mto the cross-border trade implications of the GATT negotiations. 

Mr Mickey Kantor, the United States’ top trade official, gives his views on building 

links with Asia - and the risks for Europe If It does not do so. 

There Is also a users’ guide to export finance, profiles on the most successful 

exportosarfo much^moretesl ^ exports raad the „ Exporter, published on 

Wednesday, October 13 with Europe’s Business Newspaper. 
fT 


FT. Because business is never black and whde. 



» 




o t 



o I 





iy 



t t 





o p 


FOCUS. Schneller 
auf den Punfct. 



* As 3 J. million 
readers In 
Germany know. 
(Source: AWA ’93, 
Spring ’93, 
tracking study) 






UK GILTS 


Dealers pin hopes on inflation figures 


BOND specialists are hoping 
publication this week of the 
latest figures for UK retail- 
price inflation will breathe new 
life into a lacklustre gilt mar- 
ket. 

A month ago, gilts suffered a 
sharp fall after a higher than 
expected increase in inflation 
in August. An inflation figure 
for September substantially 
different from the one antici- 
pated by gilt dealers is likely to 
move the market substantially. 

This week also sees publica- 
tion of a range of other UK 
economic data, including the 
latest unemployment figures 
and details of factory goods 
inflation last month, which 
may influence the market after 
a run of two weeks of muted 
yield reductions. 

Last week, long-dated gilts 
saw a fail in yields of about 10 
basis points, with the yield on 
15-year bonds being quoted on 
Friday night at just over 7 per 
cent on a par basis. 


The market's subdued recov- 
ery from the surprise of a 1.7 
per cent Increase in the retail 
prices index in the year to 
August has been mainly due to 
the generally good perfor- 
mance of other European bond 
markets. There has also been 
the perception in the UK that 
the recovery is weakening, a 
factor helping drive the belief 
that inflationary forces are still 
relatively insubstantial. 

On Wednesday, the Central 
Statistical Office will announce 
the year-on-year rise in the RPI 
to last month. City analysts 
expect this will stay at 1.7 per 
cent. They also believe the 
Treasury's figure for underly- 
ing inflation - the year-on-year 
rise In the RPI, excluding mort- 
gage interest payments - will 
be 3.1 per cent last month, the 
same as in the year to August 

Behind these expectations is 
the feeling that the UK eco- 
nomic recovery is r unnin g out 
of steam, a view backed by a 
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survey of opinion among 
nearly 2,000 British companies 
published today by Dun & 
Eradstreet, a business Informa- 
tion company. This says the 
upturn is "flattening out”, with 
more than a fifth of employers 
not planning to give staff pay 
increases over the next year. 
More evidence of weak eco- 


nomic conditions will be sent 
privately by fax Later today to 
UK Treasury economists from 
the House Builders' Federa- 
tion. This is a trade association 
which every Monday sends the 
department data on the latest 
level of demand for new houses 
as registered by 26 of Britain's 
big housebuilding companies. 

The Treasury uses this data 
in trying to monitor economic 
conditions in the UK generally, 
part of its new-found interest 
in following events in a range 
of specific industrial sectors. 

The federation's latest fig- 
ures indicate subdued demand 
for new houses, a big factor in 
the sluggish pace of growth in 
the past six months. Mr Roger 
Humber, the federation's direc- 
tor. says: “The housing busi- 
ness has seen some improve- 
ment from last year. But last 
year was terrible. We're still 
some way from being where we 
would like to be.” 

As for other industrial sec- 


tors. Mr Kevin Mahoney, man- 
aging director of double-glaz- 
ing company Caradon Everest 
and a member of the Trea- 
sury's industrial prospects 
co mmi ttee, says demand in his 
sector is patchy, adding:“We're 
unlikely to see any rapid take 
off [in overall demand]". 

While sentiment like this 
persists in the business world, 
demand for gilts is likely to 
remain relatively strong, keep- 
ing prices at around existing 
levels. 

• The Bank of England is sell- 
ing from today £S5Qm of gilts 
in three tranches: £350m of 7 
per cent Treasury bonds due 
2001. £350m of 8% per cent 
Treasury stock due 2017 and 
£250m of index-linked 2 Vi per 
cent bonds due 2011. The 2001 
stock is being issued at a price 
of 101£. the gilts due 2017 at 
118 and the index-linked stock, 
at 168%. 

Peter Marsh 


DUTCH BONDS 


Yield gap with German bunds expected to narrow 


DUTCH government bonds are 
set to outperform other D-Mark 
bloc markets near-term, under- 
pinned by their supply advan- 
tage, but the yield gap between 
Dutch and German bonds is 
expected to narrow towards 
year-end as Dutch issuance 
resumes and the two countries' 
inflation rates begin to con- 
verge. 

With Thursday's sale of 
FI 2.8bn of 30-year 7.5 per cent 
Dutch State Loans the govern- 
ment has all but completed its 
1993 funding programme, leav- 
ing only some Fll.Sbn to be 
raised through private place- 
ments and on the money mar- 
ket. 

Last week’s auction of state 
loans was a roaring success, 
boosted by heavy bidding from 
foreign investors who snapped 
up about 90 per cent of the 
issue. 

There will be no more auc- 
tions until the end of the year, 
when the government starts 
front-funding next year's defi- 
cit. 

“We plan to hold our tradi- 
tional December issue around 
mid-December,” said an official 
at the national debt office. 

The 1994 borrowing require- 
ment is set at F151.5bn, bar- 


ring any early redemptions to 
the government. 

This year, such early 
redemptions cut the funding 
requirement to F140.7bn from 
a forecast F145bn. the official 
said. 

The Dutch supply situation 
compares favourably with that 
of Germany, where the bund 
market will have to digest 
another four long-dated issues 
and three medium-dated debt 
issues, which are expected to 
total around DM50bn, before 
the end of the year. 

A further advantage over 
Germany is that the Dutch 
bond market, with maturities 
of up to 30 years, offers inves- 
tors a significant duration 
pick-up over bunds, the maxi- 
mum maturity of which is 10 
years. 

"For duration-junkies, this is 
the place to be," says a trader. 
France also has a liquid 30-year 
sector but currency worries 
there have been putting many 
investors off. 

The past few weeks have 
seen widespread maturity- 
lengthening by international 
investors amid fading hopes 
for near-term interest rate 
cuts. 

Central banks across Europe 


are waiting for the Bundes- 
bank to kick off the next round 
of rate cuts, but even when 
that does happen, the easing 
pace is expected to remain 
very cautious, underpinning 
longer maturities most. 

“On the Dutch yield curve, 
the best strategy is the dura- 
tion strategy." said Mr Torsten 
BOhler. bond analyst at UBS. 

Despite last week's surge, 
the 30-year 7.5 per cent bond 
still looks quite cheap, said one 
trader, who pointed out that at 
51 basis points, the spread 
between the 30-year and 10- 
year yield was well above its 39 
basis point low earlier this 
year. 

The bond also looks attrac- 
tive compared with the US 
long bond, offering a yield 
pick-up of some 42 basis points. 

Lastly, the Dutch 30-year is 
one of the few* bonds in 
Europe's core markets that 
offers a positive cost of carry - 
a yield above money-market 
funding rates. 

Dutch three-month money 
currently trades around 6.28 
per cent while the 30-year bond 
yields some 6.39 per cent. 

In the 10-year sector. Mr Boh- 
ler at UBS expects the Dutch 
yield to move as much as 20 


The Dutch elections, expec- 
ted in May, could also cause 
temporary volatility, although 
most observers feel that, 
whichever party wins, the 
country's commitment to run- 
ning a tight fiscal policy will 
remain on course. 


Conner Middelmann 


basis points below the bund 
yield near-term, largely on the 
supply argument. Late on Fri- 
day, the yield gap was nine 
basis points. 

However, the market's out- 
performance may not last far 
into the next year as the Dutch 
economy, which stagnated this 
year, stages a Easter recovery 
than Germany's. 

UBS is forecasting GDP 
growth of 1.5 per cent, com- 
pared with forecasts for 0.7 per 
cent German GDP growth. 

Moreover, with the Dutch 
guilder firmly pegged to the 
D-Mark, there is little scope for 
currency appreciation on eco- 
nomic outperformance. 

Meanwhile, the inflation gap 
between the two countries, 
which has helped boost the 
Dutch market, is widely expec- 
ted to narrow to around 0.5 per 
cent next year, Implying that 
Dutch yields will move back 
into line with Germany's. 

Dutch inflation in August 
was 2.0 per cent, compared 
with Germany's <L2 per cent. A 
Dutch September inflation , ^ 

number clearly below 2 per bpca Rranc* a*, 

cent is expected to be released 1 BnBsn ® 

this week; in Germany, the 
September rate was 4.0 per 
cent 


US MONEY AND CREDIT I.IaI/O 

Employment report kicks 
bond market back into life » 

by a big increase in 6 ove ™' 
ment hirings, which rose b. 


THE US BOND market, which 
has been trapped in a narrow 
trading range recently, has 
needed something to kick-start 
it back into life in the past 
couple of weeks. That some- 
thing arrived last Friday in the 
shape of the September 
employment report. 

The monthly jobs data 
sparked a strong rally in Trea- 
sury prices, with particularly 
heavy buying by retail inves- 
tors. By tlie day's end. the 30- 
vear bond had climbed by lVi 
points, and the yield had 
dropped from near 6 per cent 
to 5J17 per cent - close to its 
historic low. 

At first glance, the bond 
market’s reaction looked 
grossly overdone. The main fig- 
ures - non-farm payrolls up 
156,000 and the national unem- 
ployment rate steady at 6.7 per 
cent - were right in line with 
expectations. Traders and 
investors, however, quickly 
looked beyond the headline 
numbers and found plenty to 
get excited about. 

Among the data that lifted 
the bond market's spirits were: 
yet another fall in manufactur- 
ing jobs; a fiat manufacturing 
work- week; a lower overall 
average work-week; no wage 
infiatinn- and a revision that 
showed an even bigger decline 
than previously reported In 
August non-farm payrolls. 

Much of the overall increase 
in payrolls was accounted for 


' 1; Taken together, the figures 
told a familiar story. Tlie ecori' 
omy continues to grow ■ 

creating new- jobs at a subn °£ 
mal pace, and lack of 
in the labour market should 
help keep a lid on inflation. 

& of this is clearly positive 
for bonds, which explains why 
prices took off on Friday. The 
data should also ensure that 
Federal Reserve policy will 
remain on hold for at least 
another few months. 

The chances that monetary 
policy will not be tightened 
soon has also been boosted by 
the news that the Fed's most 
well known anti -inflation 
"hawk", governor Wayne 
Angell, is leaving the Federal 
Reserve Board at the end of 
this year. _ , . 

As brokerage house Donald- 
son Lufkin & Jenrette com- 
mented; “With his departure, 
there will be one less member 
of the FOMC [the Fed’s policy- 
making Open Market Commit- 
tee] fighting against the 
grain." 

DLJ also noted that the 
FOMC has a new member, in 
the form of Mr Wiliam McDon- 
ough, who took over the helm 
at the New York Fed a few 
months ago. 

The brokerage house says 
that recent comments by 
McDonough suggest he is con- 


t* 


cerned by the economy's poor 
performance, but satisfied with 
current levels of inflation. 

Angell's departure and 
McDonough's arrival can only 
shift the balance of power at 
the Fed further in favour of 
those who are more worried by 
the lack of economic growth 
than any possibility of a resur- 
gence in inflation. 

This week's producer and 
consumer prices data for Sep- 
tember should be a reminder of 
how non-threatening inflation 
is today. 

So far this year, consumer 
prices have risen at an annual 
rate of 2.8 per cent (down from 
3.0 per cent last year) and pro- 
ducer prices at a rate of just 0.6 
per cent (down from 2.1 per 
cent last year). 

Wall Street is expecting more 
of the same when the figures 
are released on Thursday and 
Friday. Analysts forecast that 
producer prices will have risen 
by about 0.3 per cent last 
month and consumer prices by 
about 0.2 per cent. 

[f the numbers come in no 
higher than forecast, then 
bond prices could post fresh if .® 
gains, sending longdated • 
yields down to new lows, and 
possibly even below 5.9 per 
cent for the first time. 

• The US bond market will be 
closed today because of the 
Columbus Day holiday. 

Patrick Harverson 
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This week’s topics: 

Russia* What Yeltsin Must Do 
Industrial Policy, Clinton-Style 
Europe's Giants Looking For State Bailouts 
Germany: Unions Enter New Era 
London's Futures Exchange Under Siege 
(For subscriptions: From UK call 0628 - 23431) 

Now available at your newsstand! 


BusinessWeek international 
14, av d'Oucby, CH-1D06 Lausanne Tel. 41-21-817-4411 
For subscriptions call UK 44-828-23431 Hong Kong 852-523-2939 
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ECONOMICS 

liKr 


u/fiUs 016 

2““ ^sgivmS^ y abou t g0 t 0 he 

stengt* rf ^ recovery, with 
Nation, output 

JJ^^yaentandretaU^ 

price “flation fig- 
ures will be awaited with par- 
tioJar apppehension following 
shar? 

™“* Many analysts have 
promoted the view that Infla- 
tion in the UK is “dead" and 
were shocked to see the head- 
line rate leap from 1.4 per cent 

inn « Per cent Underlying 
Ration - which excludes 
mortgage interest payments - 
rose from 23 per cent to 3 1 per 
cent. ^ 

Forecasts for manufacturing 
output are modestly upbeat 
and analysts expect unemploy- 
ment to remain where it is ■ 
10.4 per cent of the workforce. 

This is also a busy week for 
statistics in the US. Econo- 
mists will be looking to see 
whether figures for retail sales 
initial claims, industrial pro- 
duction and trade figures con- 
firm the gloomy picture of the 
economy highlighted In last 
week’s non-farm payroll fig- 
ures. 

Today; US. Columbus Day - 
Treasury market closed. 

Japan, National holiday - mar- 
kets closed. Yeltsin makes first 
official visit to Japan. 

France. September CPI (up 03 
per cent on month, up 2 per 
cent on year). 

UK, September PPI input 


in the spotlight 


UK Inflation 


RPl axel- mortgage payments 
(A«h«» % change) 
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(down 03 per cent on month, 
up 6 per cent on year), output 
(up 03 per cent on month, up 
4.4 per cent on year), excluding 
food, drink and tobacco (up 2.7 
per cent on year). 

Norway, September CPI (up 03 
per cent on month, up 23 per 
cent on year). 

Tomorrow: US. Federal gov- 
ernor Lindsey addresses Indus- 
trial Bankers Association in 
Washington. Johnson Redbook 
week ended October 9. 

Japan, August marhino orders 
(down LI per cent on month, 
down 133 per cent on year). 
Germany, publication date of 
German constitutional court 
decision on Maastricht 
announced in Karlsberg. IG 
Metal Management Board 
meeting in Frankfurt to dis- 
cuss 1994 pay claims. 

UK, monthly monetary report. 
Panel of economic advisers - 


seven wise men - meet chan- 
cellor. Chancellor addresses 
annual banquet of Worshipful 
Company of (Hovers. 

Canada. August department 
store sales. 

Sweden, Nobel prize for eco- 
nomics awarded. 

Wednesday; u$, Greenspan 
testifies before House Banking 
on Federal accountability. Sep- 
tember Atlanta Fed Index. 

UK. August manufacturing 
output (up 0.4 per cent on 
month, up 1.8 per cent on 
year), industrial production 
(up 0.4 per cent on month). 
September retail prices index 
(up 03 per cent on month, up 
1.7 per cent on year), excluding 
mortgage interest payments 
(up 3.1 per cent on year). 

Spain, September CPI (up 0.5 
per cent on month, up 4.3 per 
cent on year). 

Thursday: US. September 
retail sales (up 0.5 per cent), 
excluding cars (up 0.6 per 
cent), producer prices index 
(up 03 per cent), excluding 
food and energy (up 0.2 per 
cent). Initial claims week 
ended October 9 (325,000). State 
benefits week ended October 2. 
Car and truck sales 1-10 Octo- 
ber. Money supply data for 
week ended October 4. Septem- 
ber money supply. 

UK, September unemployment 
(no change). August average 
earnings (3.5 per cent), unit 
wage costs (down 1 per cent in 
latest three months). 

Canada, September leading 
Indicator (up 03 per cent on 


year). August wage settlement 
increases (up 1 per cent). 
Sweden, September CPI (up 03 
per cent on month, up 43 per 
cent on year). 

Friday: US, September CPI 
(up 0.2 per cent), excluding 
food and energy (up 0.2 per 
cent). August merchandise 
trade (510.51m deficit), exports 
($S7.9bn). imports ($48bn). 
Industrial production (up 0.2 
per cent), capacity -utilisation 
(813 per cent). October prelimi- 
nary Michigan sentiment. 
August business inventory (up 
03 per cent). September real 
earnings. 

Japan. September CPI (up 03 
per cent on month, down 3.5 
per cent on year). 

Canada, August merchandise 
exports (up 1.2 per cent on 
month), imports (up 0.7 per 
cent), merchandise trade sur- 
plus (Sl.lbn). 

Korea, North-South Korean 
talks. 

During the week: Germany, 
September cost of living. 
August retail sales (down 23 
per cent on year). September 
WPI (flat on month). 

Spain, September unemploy- 
ment rate (16.5 per cent), Sep- 
tember M4. 

Netherlands, May trade bal- 
ance. 

Denmark, September CPI (up 
0.4 per cent on month, up 13 
per cent on year). August 
unemployment rate (12.3 per 
cent). 


Emma Tucker 


RESULTS DUE 


ANALYSTS ARE today expecting 
annual pre-tax profits of about 
JMOm to £50m from Lncas Indus- 
tries, the motor components =» nri 
aerospace group, compared with 
E22-5m last time. This year’s total 
will be enhanced by about £l 2 m 
of disposal profits. Trading con- 
tinues to be tough some Tear 
the dividend may be cut 
Interim results to the end of 
August from natural cosmetics 


and toiletries retailer Body Shop 
On Thursday are expected to 
show pre-tax profits of £9m to 
£9 3m, against £8 3m last Hi»a 
T he UK Is still likely to be 
depressed compared with a rela- 
tively good first hair last year. 

The US contribution will be 
affected by currency translation, 
although stores In the region are 
expected to have traded well. 
Elsewhere sales growth is expec- 


ted to have been sustained. A 
lower interest charge is also pre- 
dicted. 

Highland Distilleries is expec- 
ted to report full year pre-tax 
profits today of about £39m, 
including £iom from the change 
to equity accounting of its 35 per 
cent stake in Robertson A Bax- 
ter, the whisky distiller. At the 
trading level, profits are likely to 
show a near 10 per cent increase 


to £24m with continuing benefits 
coming from Remy Cointreau’s 
distribution of Highland's 
Famous Grouse whisky. 

Tomorrow St Ives, the UK's 
largest independent printer, is 
expected to report full-year pre- 
tax profits of about £ 22 m, slightly 
ahead of last year's £21. Im. The 
results will be the first since Mr 
Miles Emley took over as chair- 
man from Mr Robert Gavron. 


UK COMPANIES 


■ TODAY 
BOARD MEETINGS: 

Finals: 

Highland 

Hong Kong Inv. 

Lucas bids. 

Pemtorp 

Scottish Aslan Inv. Co. 

Tay Homes 
Interims: 

Amine* 

Eurotunnel 
Ryan Hotels 

■ TOMORROW 
COMPANY MEETINGS: 

Fleming Overseas Inv. Tat, 25 
CopthaU Avenue. E.C., 12.00 
Howard Hldg*^ Kingston Lodge 
Hotel, Kingston Hill, Kingston Upon 
Thames. Surrey, 10.30 

BOARD MEETINGS: 

Finals: 

Exmoor Dual Inv. Inv. 

SL'fvse 

Sinclair (Wffilam) Htdgs. 


Town Centra 
Interims: 

Boxmore but 
Clinton Cants 
Derwent VaHeyKIdgs. 

FR Grp. 

Ross Grp. 

Tift Rack 

■ WEDNESDAY OCTOBER 13 
COMPANY MEETINGS: 

Macro 4, The City Cetera. The 
Brewery. Chlswefl St., EC. 12.00 
BOARD MEETINGS: 

Finals: 

Attwoods 

Goodhead 

Interims: 

Brown (NJ 
Defyn Grp. 

Dnuttron Inti. 

Seton Healthcare 

■ THURSDAY OCTOBER 14 
COMPANY MEETINGS: 

Armhage Brothers, Armhege 
House, Cotaick. Nottingham. 11 .00 


Bredero Properties. 23 Great 
Winchester Sheet, E.C. 12.00 
•tones, Stroud Hldgs^ The 
Bonington Thistle Hotel, East 
Mkflands Airport, Castle Donlngton, 
Derby. 12.00 
BOARD MEETINGS: 

Finals: 

Maunders (John) 

Wether-spoon (JJ5.) 

Interims: 

BNB Resources 
Barlows 
Body Shop 

Chepstow Racecourse 
El Ora Mining 
Exploration Co. 

Hunting 

Jackson Grp. 

Quadrant 
Sndafl (Wiliam) 

Tudor 

■ FRIDAY OCTOBER IS 
COMPANY MEETINGS: 

Brasway, All Saints Church Hall. 


Darieston, West Midlands. 11.30 
CftP Leisure, 16 Lincoln’s Inn 
Fields. W.C. 12.00 
N.M.C. Grp^ Honourable Arttflery 
Co.. City Road. EC- 4.00 
Stanelco. Oliver House, 27 East 
Barnet Road. New Barnet. Herts., 
10.30 

BOARD MEETINGS: 

Interims: 

Baring Stratton Imr- Tst 
Brooks Service 
Craig & Rose 
Farnell Electronics 
Fleming Inc. & Cap. Inv. Tst. 
Jakata Fund (Cayman) 

Company meetings am annual 
general meetings unless otherwise 
stated. 

Please note: Reports and accounts 

are not normally available until 
approximately six weeks after the 
board meeting to approve the 
preliminary results. 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 
Abbey National 4.l5p 
Admiral 2p 

Banco Bilbao Vizcaya Pta38 
Barclays &Sp 
Border Television 2p 
City Centre Restaurants 0.45p 
Collateralised Mortgage Securities 
(No.11) Class B Mtg. Backed Fttg. 
Rate Nts. 2028 £19632 
European Bank tor Reconstruction 
& Development 8.875% 1996 
Ecu887.50 
European Motor 2p 
Gardner 033p 

Islington Coro. 12.65% Rd. 2007 
£6.325 

Manitoba (Province of) 12fe% Dbs. 
1994 $625 
Marling Inds. 0.65p 
Nationwide Bldg. Society Varied 
Coupon Nts. 1995 £63.371.58 
OKI Electric Industry Co. 735% 
1998 Y725.000 
Rath bone Bros. 2p 
Scottish Power ADR $1,404 
Tomkins 4.545p 

United Kingdom 10% Cnv. 2002 
£5 

Wamford Investments 
4.75p 


■ WEDNESDAY OCTOBER 13 
Automated Security (HJdgs.) 3.05p 
Bradford & BJngley Bldg. Society 
Flt9- Uts. 1997 £15335 
Do. Fltg. Rate Nts. 1998 £154.38 
Britannia Bldg. Society Fttg. Rate 
Ntfl. 1993 £154.38 
British Columbia Hydro & Power 
Authority 11%% 1993 S1 1730 
Central American Bank tor Economic 
Integration Fltg. Rate Serial Nts. 

1994 $28.47 

Commercial Union I5.1p 
Hewlett-Packard SO 35 
Hong Kong & Shanghai Banking 
Corp- Primary Cap. Undated Fttg. 
Rate Nts. S43.92 

Marine Midland Finance Gtd. Fltg. 
Rate Sub. 1994 $13.42 
National Australia Bank Undated 
Sub. Fltg. Rate Nts. Si 79. 19 
Southern Electric t4p 
Telegraph (The) 5.5p 
Unites Var. Rate Sub. Nts. 2000 
$97.43 

United Kingdom 9% Treaa. Ln. 2008 

£4.50 

Wace Ip 


Trans World Communications 0.3p 
West Hampshire Water I6p 
Da Non Vtg 16p 


TOMORROW 
Ireland (Rep. of) 12t*% 2008 
£31 230 

Kobe Steel Fttg. Rate Nts. 1996 
Y91.041 

Macfartane (Clansman] i.44p 
Morris (Phifip) $0.65 
News Corp- AS0.15 
News International Special Dividend 

0.688p 

RJB Mining 5p 

Scottish Eastern Inv. TsL 0.52p 


■ THURSDAY OCTOBER 14 

Australia (Commonwealth of) 914% 

2012 £23730 

BAT. Inds. 7.9p 

Bietchley Motor 4.75p 

Bournemouth Water 29p 

CMl Managed Portfolio Inv. Co. 

Growth Portfolio 03D355p 

Da Safeguard Portfolio 2.432 14p 

Eurotherm &5p 

Jones. Stroud (Wdgs.) 53p 

Lloyds Bank 6.6p 

MaOett OSp 

Slough Estates 3.lp 

Spear & Sons 3p 


■ FRIDAY OCTOBER 15 
Abbott Laboratories $0.17 
Aagon 7'4% 1995 Ecu7230 
Alexander & Alexander Services 
11% Cv. Sub. Dbs. 2007 $530 
American Brands 12V*% Un. Ln. 
2009 £6.25 
American Tst 1.8p 
Anglo American Industrial Corp. 
R1.10 

Armltage Brothers 3.6p 
BCE C$0.86 

Bradford & Bfngley Bldg. Society 
Fttg. Rate Nts. 1999 £152.81 
British Assets Trust 4Vfe% Pf. 1.575p 
Da 5% -A’ Pf. 1.75p 
Canadian Pacific Retracabie Dbs. 
1990/99 $125 
Chrysler Corp. 50.15 
Cleveland Race 6% Rd. Pf. 1989/ 

94 £3 

Cotrts (Furnishers) 3.67p 
Cowle (T.) 2_35p 

Bdridge, Pope & Co. 6K% Irred. 

Un. Ln. £3.125 

Do. 7fe% Irred. Un Ln. £3.75 

EEs & Everard 4.8p 

Evans Halshaw 3.8p 

Finland (Rep. of) 17 54% Ln. 2009 

£28730 

Genbei Investments RCL 21 
Goode Durrant 33% Cm. Pf. 0.375p 
Govett Strategic Inv. Tst 9%% Db. 
2017 £4.6375 

Halifax Bldg. Society Fttg. Rate Nts. 
1995 £152.81 

Kawasaki Heavy Inds. 6% Nts. 1997 
Y600.000 

Da 6.15% Nts. 1999 Y6 15,000 
Manders 5% Cm. Pf. 1.75p 


Merton (Borough of) 11%% Rd. 2017 
£5.625 

Metropolitan Water Board Southwark 
& Vauxhall Water Co. 3% Db. £1.50 
Middle Wttwalersrand R0.056 
Morgan (JJ 9 . & Co.) 50.60 
Motorola SO.11 

National Westminster Bank 6.4p 
Occidental Petroleum SO .25 
CHS Inti. Inspection 0-7p 
Pacific Gas & Electric $0.47 
Quaker Oats $0.53 
Richardsons West garth 1.3p 
Richards 4% Cm. Pf. l.4p 
Do. 554% Cm. Pf. 1.44375p 
Rosebys 1.4p 

Royal Tst Gov. Secs, Fd. Income 
Ptg. Rd. Pf. I.lp 

Sailer's Finance & Investment R0.05 
Stndall (Wmiam) 5.625% Cv. Cm. 

Rd. Pf. 2.6125p 

Smith kilne Beecham “A" 2.533p 
Smith kfine Beecham/Smlthkline 
Beckman Equity Units $0.04756 
Da ADR $0.2378 
31 Ind. 10%% Gtd. Bds. 1993 
£537.50 

71 Grp- 335 p 

US Smaller Co's Inv. Tst 0.3p 
Wei-eld have Property Corp- 93% 

1st Mtg. Db. 2015 £4.75 

Do. 10.75% 1st Mtg. Db. 2015 

£5.375 


■ SATURDAY OCTOBER 16 
Swansea (City of) 13*% Rd. 2006 
£6.875 

United Kingdom 214% Index-Linked 
Trees. 2020 £2.0912 
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OCTOBER 13 
Pension Funds - 
The Current ChaOenge' 
Remember Maxwell? Should the Furnace 
Director and Treasurer take a more active 
management role?; This conference will 
discuss guidelines set out by the Goode 
Committee and provide a valuable source 
of in formating an current thinking. 
Contact Charioae Lambert. Asso ci a ti on 
of Co r po ra te -Thfirea 
TeL 071 353 2443 

LONDON 


OCTOBER 20 
Personal Care Workshop 

Presented by Colin Hemon/Earopeaa 
Cosmeric Markets, this workshop gives 
managers an overview of the global per- 
sonal rate market, with emphasis on 
Strategic suites facing: manufacturers in 
■be European personal care markets, 
including key players, private label brands 
and future developments. Contact Nina 
Stimson, Tet (0702) 433422 

LONDON 


OCTOBER 25-29 

Total Productive Maintenance 

WEEK 

faduded in the week ate a choice of half 
and one-day workshops, a major tnterca- 
r tonal co nferen c e featuring TPM Experts 
from flic UK. Europe. USA and Japan and 
two days of plant visits to see TPM in 
development and anion. Delegates may 
choose any co m b i na ti on of activities. 
Contact: Carolyn Barnett. at Slams 
Meetings oa Tel: 0730 266544 

STRATFORD UPON AVON 


OCTOBER 28 & 29 
Fund Management - The Issue 
and Opportunities 

Win Bischoff. Haiuko Fukuda. James 
Schlesingcr. Alistair Ross Guobey and 
Stanislas Yossulcovict are among die dis- 
tinguished speakers at this topical confer- 
ence on a vital industry. Ext cl Financial 
and Cityforum sponsor with Sun 
Microsystems and The City Research 
Project support. Contact: Cityforum Ltd 
Tel: 0225 466744 Fax: 0223 442903 
_____ LONDON 


NOVEMBER 8 
Successful Outsourcing: The 
Challenge for I.T. 

This one -day conference is specifically 
designed to help senior LT. and business 
managers assess the polenta! value of out- 
sourcing to rheir organisations and to 
identify the (actors that contribute lo the 
successful selection and management of 
such arrangements. 

Contact. Business Intelligence 
Tel: 081-544 1X30 Fax: 08 1 -544*120 

LONDON 


NOVEMBER 16 
Budding for Recovery 

A strategy for die IVtiCb 
This conference is designed to jpve practi- 
cal guidance to construction firms now 
building a strategy for recovery from one 
of (be industry's worst recessions. 
Contact- Andrew Bedford. Building 
Employers Gm federation 
Tet 071 530 5588 Fax: 071 631 3872 
LONDON 


f OCTOBER 13 

Tony Robbins Live In Britain 

Anthony Robbins is the world's most suc- 
cessful personal development trainer, & is 
in the UK for the l» time in 2 weeks. 
Tony's No. I trainer is In Loodon giving 
an introductory seminar on Tony’s work 
on Oct 13th. Full Info pock on Tony’s 
work, and details of the introductory semi- 
nar. Nick William, Personal & 
Professional Development. Auth. RRl 
Agents Teb 071-736 491 1 
Fax: 071-384 1576 

LONDON 


OCTOBER 20 

The US Electricity Industry & 

Global Competition: 

Investment Opporttuiices and Regulatory 
Prospects. CRI conference examines the 
regulatory changes in the US electricity 
industry, and reviews the trend of tfivetsi- 
finitton of dm UK utilities and the stock- 
market's reaction. Contact: Leigh Sykes. 
CRI Tel: 071 895 6823 

LONDON 


OCTOBER 14 

City of London Derivatives 

Conference 

To be opened by Dr Henry Knufman this 
Cttyforum conference covert the markets, 
their regulation, maximising their benefits 
and controlling the risks. Central Banking 
and The Centre fix the Study of Financial 
Innovation, Swiss Bank Corp, Arthur 
Andersen end FrwhfieWs -sponsor. 
Information: Mate Lee. Cllyforum Ltd 
TeL 0225-466744 Fax:0225-442903 

LONDON 


OCTOBER 20 
Financing your Company's 
Growth 

An essential oae-day conference, in asso- 
ciation with TS8 Commercial Finance, 
which will brief directors on how to 
analyse their company's c urre nt financial 
structure and look a alternative sources of 
funding 

Enquiries: Director Conferences 
071 7300022 

LONDON 


OCTOBER 26-28 
Public Sector Purchasing 
Conference & Exhibition 
Major event for public sector buyers in 
cental government, he al th , education and 
local authorities. Wide spectrum of prod- 
ucts and services. European companies 
new to dm market. Electronic purchasing 
displays. Fall conference programme. 
Enquiries: Keith Abrey 
Tet 071-5S7 1551 fire: 071087 1810 

LONDON 


OCTOBER 29 
What is the Future for 
Construction? 

National conference looking at the strate- 
gic directions tor the industry as it 
emerges from recession. Speakers ind ode 
R] Hon Sir Norman Fow ler, Bill Jordan. 
Jamie Stephenson. Tom Anderson. Roger 
Johnson. Gavin Waters. Neil Ferguson. 
Barry K Holmes. Birmingham Botanical 
Gardens. Intonation: Elaine Taylor 
TeL 021-331 5112 Far 021-356 99 15 

BIRMINGHAM 


NOVEMBER 4 & 5 

The Future of ECO- Auditing 
and ECO-Labefllng In Europe 
An opportunity to gain insight into emerg- 
ing environmental measures and to debate 
these with the European Commission, the 
European Institutions, and thirty other 
high-level panellist*. 

The Chib tie Bruxelles 
Tel: +323.771.4890 Fax: +32J.770.6671 
BRUSSELS 


NOVEMBER 16 
LT. Opportunities in 
Government Market Testing 

LT- purchasers and LT. supplies will see 
bow to get their share of the £750 million 
worth of new business opportunities 
resulting from government departments 
being opened up to private sector compe- 
tition. 

Contact Westminster and 
City Progra m mes. Jane White. 

TeL 071 5«2 6516. Fax: 071 582 7245 
LONDON 


NOVEMBER 26 

Energy Purchasing and Risk 

Management 

Examining how to manage energy risk 
exposure in (he new franchise markets. 
Reviews pu rchasing options, energy hedg- 
ing. negotiating contracts, taxation. 
Speakers from: East Midlands Electncuy. 
British Sugar. GNI. Mitsubishi Finance. 
Gaffney Cline. BP Energy. Arthur 
Andersen. SWEB. 

Contact (COM Conferences: 0226 299072 
LONDON 


OCTOBER 14-15 

Rafl: On Track tor Profit 
1993 marks the beginning of the end for 
stale controlled mil monopolies in Europe. 
The conference will discuss the future of 
the rail industry. Government directives 
and profit potential far investors. Key 
speakers: James Knapp. Gen Sec 
NURMTW; Roger Freeman MP. Min of 
Trans port. For further details contact: 
Paula Blay Tet 071 779 8793. 
^0717798795 


OCTOBER 20-21 

Know Your Competitors 

Competitor Intelligence A Analysis inc- 
Benchmarking. 

A practical two day seminat/worksbop 
from the UK's No. I specialists. Practical 
case exercises, successful case studies. 
Guest speaker who is head of a major 
company's Intelligence unit. 

Co otrerc Patricia Docirard 
EMP Intelligence Service 
Tet 071-487-5665 Far 071-435-1640 

LONDON 


OCTOBER 27 & 28 
1 at National Transport 
Conference 

Unique opportunity fix senior businesa 
people and all concerned about transport 
co influence creation of longrcnn transport 
strategy and join Parliament finked multi- 
interest forum. Serious analysis of alterna- 
tive fuel sources, special funding and 
environmental fcaues. 

Booting Mifistwaffl 

Tel: 073082571 1 Fix: 0730 825763 

LONDON 


NOVEMBER 1 & 2 
Restructuring and Refinancing 
- Emerging from the Recession 

Businesses which have survived the reces- 
sion must now consider both their short 
and long term strategies. Thb workshop 
will equip you with the skills and informa- 
tion necessary to gain a competitive 
advantage in the post recession mariceu 
For further details contact: Acquisitions 
Monthly 

Tet 07 1 823 8740 Fox: 071 581 4331 
LONDON 


NOVEMBER 9-10 
The M&A Negotiator 

Aimed at ibuse with general M4A experi- 
ence. this course wpl "lever op’ the power 
of the participants' knowledge by adding 
enhanced skills in planning and conduct- 
ing M&A negotiations. There will be spe- 
cial emphasis oa ream work. 

Contact: Acquisitions Monthly 
Tel: 071 823 8740 Fax: 071 581 43 J l 
LONDON 


NOVEMBER 16-17 
BPR 93: The 1st animal conference 
aod exhibition oa Basinem Process 
Re-engineering 

Conference outlining the opps presented 
by taking a process view of yocr business. 
Senior teps from Ira ding companies In the 
US & UK outline how business re -engi- 
neering has enabled them to achieve major 
improvements in corporate 
performancc.Conracc Business 
Intelligence Tet 081-544 1830 
Fax:081-5449020 

LONDON 


NOVEMBER 29-30 
Contracting Strategies and 
Opportunities tor International 
Construction Projects 

If veui company Is involved In infl con- 
struction projects or is about to tender for 
one. attending thb conference will guide 
you through the pitfalls and show you 
how to maximise the opportunities avail- 
able. Contact: Kate Me tea If. 1BC Legal 
Studies A Services Ltd. 071 637 4383 
Fax: 071 631 3214 

LONDON 


DECEMBER 14-15 
Information Highways 

An intense two day analysis of advances 
in setworiung to support business process- 
es and communication needs of enterpris- 
es. Reviews: systems implemented across 
a diversity of networking technologies; 
client -server, multimedia; network man- 
agement; data warehousing; technical pre- 
sentations; product evaluations and user 
case studies. Hosted by US Embassy, 
contact Unicom. Tel: 0S9S 23MS4 Fax: 
0595 S13U95 

LONDON 


OCTOBER 15 
rr Skills in the 90s 
At present, even the tast-equipped 
sarions are struggling to realise the full 
benefits of IT because employe wall 
levels are not equipped with che sldb they 

need to do so. This seminar inirodaeesffic 

rTSkllb Fdnutt. 

Contact: Amanda CWuch/FSonfl Sknmur 
Td: 081-577 1010 


OCTOBER 20-21 
Business Re-engineering 

Business Re-engineering focuses on inno- 
vative ways of re-evaluating and re- 
designing major business processes, 
including the IS/IT components. Thb two 
day seminar will provide you with a thor- 
ough understanding of the use of BRE to 
achieve dramatic improvements fa pro- 
ductivity, speed, quality, com and service. 
Contact: Peter Barnes, The Infomatlcs 
Resource Centre Tst 081 871 2546 

LONDON 


OCTOBER 28 

GBI Annual Pensions 

Conference 

Professor Roy Goode, William Hague MP 
and leading experts consider future 
Government strategy, eq u al is ation of state 
pension ages, flexible pension policies etc. 
Sponsored by R Watson & Sons 
Consulting Actuaries- 
Contact: Georgina Kingaby, CB1 
Cooferetxw 

Tel: 071 379 74CG Fax: 071 497 3646 

LONDON 


NOVEMBER 1-5 

12th International Retail 
Banking Conference 

■New Frontiers in Consumer Financial 
Services*. Three distinct forums: Debit 
Card Forum/Reuil I Banking Strategy 
Forum/ln vestment Funds Forum. Key 
speakers from: MnstetCard. Visa, 
Europay. Credit Suisse. VSB G roup , 
Wells Forgo Bank, Robeco Group. ATFC, 
Central Hispaoo and many mote. Contact: 
Alisou Kcir, Laffeny Conferences Tel: 
071 782 0590: Fax: 071 782 0595 

LONDON 


NOVEMBER 10 

Introduction to Average Rate 
Options Course 

Intensive oite-rtiy course covering various 
aspects of Average Rate Options. Market 
applications. Hedging applications. 
Valuation Methods. Delta & Gamma 
Hedging. Venue: Cambridge Science 
Park. CAMBRIDGE. £345. Contact: 
Kathy Page, Brady Financial Seminars. 
TeL (0223] 423250 

CAMBRIDGE 


NOVEMBER 18 
Achieving Superior Corporate 
Performance with I.T: 

An F.xclusive Seminar with Paul A 
Strassmann. A day with one of die world's 
most songht-aDer experts on l.T. invest- 
ment and strategy. You will discover bow 
to formulate, structure and gain accep- 
tance for policies which contribute to the 
achievement of corporate objectives. 
Cooucr. Business tmelfigeoce TeL 081-544 
1830 Fac 081-544 9U20 

LONDON 


NOVEMBER 30 
Service Level Agreements - 
Business Issues In Information 
Technology 

This half-day seminar is targeted at 
Directors responsible for the strategic 
structure of the IT function. Key issues to 
be addressed: technical, business and per- 
sonnel. Contact: Sarah Brennan. 
McGregor Boyail Associates. 

Tet 071 734 4010 

LONDON 


DECEMBER 14>1S 
Personal Information 
Management: 

The Professional and OrgaQtsaiional 
Dimensions 

Enabling and User Technologies; Using 
PIM Tools such as Personal Digital 
AssisUnrs. The corporate context of PIM 
is presented alongside case studies of 
commercially available and ncar-to-mar- 
ket software. Prestige seminar & exhibi- 
tion hosted by US Embassy, London. 
Coma a Unicom. 

Tel: 0895 256484 Fax; 0395 8 13095 

LONDON 


INTERNATIONAL 


OCTOBER 28 
Versatile Manufacturing 
For manufacturing companies: a seminar 
to demonstrate a process, proven in prac- 
tice by major ini'] manufacturing organisa- 
tioas. applied to achieve their maximum 
from versatile manufacturing businesses 
dun will establish world beating competi- 
tive advantage. Based on over 9.700 case 
studies. 

CotocAbtlEKM a naggaatOxanlaaB 
TeL 05JZ 80579 Fax: 0572 8U557 

MANCHESTER 


NOVEMBER 3 
Base & Precious Metals 
Options Course 

intensive one-day anme covering various 
aspects of the Base A Precious Metals 
Options Markets: Trading Strategics. 
Backwardations. Pricing Models. 
Hedging. Volatility Exposure & Time 
Decay. Venue: Cambridge Science Parts. 
£345(1 day only t 

Contact: Kathy Page. Brady Financial 
Seminars Tet (0223) 42325a 

LONDON 


NOVEMBER 10 
Hong Kong Works 

A Hong Kong Governmcnt/lnstilule of 
Directors Conference focusing on the 
increasing strategic importance of Hong 
Kong as dje international business centre 
in East Asia. Speakers include the Prime 
Miniswr and Governor of Hong Kong. 
Enquiries: Director Conferences 
1171-730 01122 

LONDON 


NOVEMBER 18-19 
Construction Clients and 
Contractors in a Changing 
World 

Privatisation -ANIMP, Bechtel, National 
Power. I taigas. Development* in Central 
and Eastern Europe • Brown & Root, 
RIIA. Agfa, British Gas. ABB Lunmus. 
Bovis. Europe's Competitive Position - 
European Commission. Masons, 
Northcrofis, Shed Internationale 
Petroleum, WS Atkins. Contact- European 
Cotwtruetior Institute 
Tet *44(0)5(19 222(00 Frc+44(0) 5093501 16 

LONDON 


NOVEMBER 30 - 
DECEMBER 2 
Business In Britain Exhibition 
& Conference 

A 200 stood exhibition and 75 seminar 
conference. A one-stop shop aimed at 
business managers of companies with up 
to JE2S million turnover. Provides a forom 
for business advisets and managers plan- 
ning for and seeking expansion. Opens on 
Budget Day. 103)00 visitors are expected. 
Contact Charles Honor 
TeL 081 673 7766 

LONDON 


NOVEMBER 

International Tax Conferences 

Ernst & Young’s International Conference 
Calendar 2 November ■ InremabonaJ Tax 
Planning, New York 2J November - 
International Tax Planning. Paris 
Contact: Michelle Beard 
ERNST & YOUNO TeL 071 93 1 2297 

NEW YORK, PARIS 


OCTOBER 18 

MBA - Business School 

of MBAS will host its 
annual Business School Reception for 
Forty Icodfag ^ 

UK. Free of etatse- To £ •“"£ 

and for farther details contact if* event 
sponsor, NaiWesi Bankon: 

Tel: Freephone 0800 282 700 


OCTOBER 22 
Computer Supported 
Telephony- What does it mean 
to your business? 

Today, technology is dramatically chang- 
ing the way companies do bu smens . These 
free semioare. conducted by experts fa 
Ifceir field, explain the benefits this tech- 
nology can bestow including improv ing 
cash flow, enhanced customer scrrfcc snd 
many mote. 

Digital Telephone Systems Limited 
TeL 0753 79203) 


OCTOBER 28 . 

Workshop on the EC Services 
Rules: 

The Practical Implications far Govr. 
Utilities and Industry. An guide to the 
implementation and application of the 
rules, also with ref to legal aspects. 
Contact! Amanda Dsgfiah, The Contracts 
and Procurement Research Unit. The 
University of Birmingham. Edgbasian. 
BiroripghaH BIS 2TT. 

Tel: 021 4143221 Fax; 021 4(4 3217 

. BIRMINGHAM 


NOVEMBER 3 
European Horns Shopping - 
Dawn of a Retail Revolution 

lA-dapltu one day seminar. Topics: 
overview of Europe's electronic retail 
landscape; regulating the sale of merchan- 
dise in the home; how best to access lhe 
comma; vWs in store far the electron- 
ic retail Industry .Contact: Patricia 
Bavtdoo. Kagan World Media Ltd 
TeL- (071) 371 8880 fire (071)3718715 
LONDON 


NOVEMBER 15 
Consultants: How to Choose 
Them, Use Them and Not Lose 
Them 

WaWkuf Hotel. London. 

A course lo help you choose (he most 
appropriate ccnsulnmo for your needs nod 
dun get the best value out of them. 
Contact: Evanna Morris. ClMA 
Mastcrcounes 

Tel: 071 9179244 file 071 5806991 

LONDON 


NOVEMBER 23 
Europe in Riois: Planning for 
Business Success In an 
Unsettled Continent 

A Healey Centre Conference 
This conference b designed to help com- 
panies address cental organisational and 
marketing issues in a troubled, pan* 
Maastricht Europe. A Henley Centre 
guide to samegy-optfaUsaDOD. 

TeL 071 353 Wat (Stumick Safari) 

LONDON 


DECEMBER 7-8 
Electronic Data Interchange - 
Using EDI for Business 
Success In the 9tfa 
Few organisations exploit EDI to its fall 
potential - yet those which do find suc- 
cessful implementation of EDI brings 
competitive advantage. Building oa the 
experience of these organisations, (his 
seminar presents a practical guide to EDI 
exploitation and points lo best practices 
leading to success. Contact Unicom, 

Tet 0895 256484 fts: 089S 813095 

LONDON 


NOVEMBER 8-10 
After the Recession - 
World Commercial Aviation 
at the Crossroads 
The conference will focus on the great 
changes that ore taking place In the world 
airline and aerospace industry. The impact 
of globalisation and multilateralism will 
be assessed as well as the manufacturers' 
role in meeting future aircraft demand. 
Enquiries: Financial Times 
Tet 071-814 977U Fat 071 873 3975/3969 
DUBAI 


rJ»aawra j„ the pnetagfag dsair. «cy 

of terouxees w i« be cammed. 
Eocpirie* Rtmnrial Times 
Tet. 071 814 9770 

Fax: 071 873 3975/3969 


LONDON 


OCTOBER 25 
Downsizing fT:The 

Management Challenge 

^ to be taken into account when Sffl - 
oosjy considering, planning or imptancm- 
tng n downahriag strateg y. 


OCTOBER 28 
Economic Prospects aid 
Policy 

The lEA’s 5th Annual State of the 
Esoaofliy.CoilcKnce. Examines UK. US 
and Euro economic prospects, fad pre- 
Budget analysis. Speakers facj Sir Alan 
Wallers. Bill Martin, Dr Andrew 
Sentaox, Tim Congtimu Patrick Minted 
and Andrew Bril ton. Canto cr: Melanie 
Jones. Conference Profile 
TeL- 071 236 4938 Rue 07| 236 1889 

LONDON 


NOVEMBER 4 

The Interactive MultfmetBa 

Future 

Analyzing the swirling vortex of the 
developing technologies of interactivity 
and multimedia. Topics; setting the stan- 
dards for IM development: products avnfl- 
aWity and cost creating demand for inter- 
active programming: finding lhe capital to 
fiudthefuiwe. 

Contact Patricia Boynton. Kagan World 
Merlin I 

Tet (071) 371 8880 Fax; (07 11 371 8715 
LONDON 


NOVEMBER 18-16 
Understanding Data 
Communications 
A seminar in which Joe Ifaude will take 
you from the fundamentals of Oara 
Co annum rations to the mast advanced 
technique* implemented today-in just 2 
days! Rated by a post delegate as "the 
moil comprebeiiavc and thorough course 
on canununirnrions there is.* 

Contact: Peter Barnes The Infbmatics 
Resource Centre Teh 081 871 2546 

LONDON 


NOVEMBER 25 & 29 
How to Successfully Evaluate 
Software and Computer 
Solutions 

One day workshop far management, and 
project team. Subjects covered: Planning. 
Defining Needs and Requirements. 
Quality Assurance. Evaluation Models. 
Product and Supplier Evaluation, 
Contracts and Negotiating. Decision 
Making, Implementation. Fee £295 * 
VAT. Enquiries: Barnes Associate* 

TeL 0565 755714 Fax: 0565 650959 

MANCHESTER & LONDON 


DECEMBER 7-8 
Quick Response In the 
Supply Chain 

This semlns: provide* mangas wife an 

uodcrsaixSng of Quick Response concepts 
and the developments of long lam partner- 
ships between customers and 
suppSets5peakca from a range of ushtsbics. 
opinion Sinners and osn sixties expbin Iww 
lading edge logistics Operations have been 
adapted bj respond tj the draHenp: of Quick 
Response. Contact Unicom. 
Tet 0695 256484 fine 0895813095 
LONDON 


NOVEMBER 9-11 
Energy Services: New 
Prospects Conference & 
Exhibition 

Prime opportunity to meet Czech partners 
and customers in growing energy -efficien- 
cy industry - gathering of industry experts, 
energy producers, financial institutions 
and government. Conference focuses on 
technical, economic, and financial aspects 
of larutcfaing energy -efficiency projects. 
Registration: tel: *42-2-2424-7552 fax 
442-2-2424-7597 

PRAGUE 


NOVEMBER 17 
Global Harkettng/Corporate 
Strategies In 0TC 

Chaired by Nkholai Hall, publisher, OTC 
NewtiUpdate U'S'A. This seminar is for 
managers needing to understand current 
and future developments fa the world 
OTC market. It reviews global marketing 
strategies and competitive activities of 
leading playere. Contact: Nina Stimson, 
Tet (+44) 702 433422. 

NEW YORK/LONDON 


DECEMBER 7 & 8 
Pensions: 'A Time for Change’ 

The aim of the conference far in provide e 
forum to discuss key issues of current 
concern w pension fund ndministraiais 
and I heir advises, review (be implications 
for the industry of the Goode Comraitteek 
Report and examine investment strategies 
in a climate of low inflation. 

Enquiries; financial Times 
Tet 071-8149770 Fan 071-873 39750969 
LONDON 


NOVEMBER 29-30 
‘Sub-Saharan OB & Minerals* 

Ministerial level speakers and delegation 
from roost sub-Saharan countries. A major 
investment conference co-hoslcd by 
Europe Energy Environment. Gabonese 
Ministry of Mines & Energy. Nigerian 
National Petroleum Corporation. 
Somuigol & SA Chamber of Mines. 

For deoils contact: EEE Ltd Tel: +44-71- 
493 49 IS; Fax: 44-71-355 1415 

CAPETOWN 
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5X00 5800 0=20 
167=8 157= 1804 
0073 0673 0X93 
17XTJ 170.12 US* 
5593 8X80 0020 
6562 0660 7X90 
27 46 2790*40 
10X82 10X2 1113 
7195 73=0 7730 
l*S 12X9 134= 
9791 3870V 1039 
130X3 14X1 14X2 
0X04 81.10 5490 
64=0 5480 5790 

107X0 107.8 177= 

160=3 1009 1707 
2090 2730V 2070 
8660 0X30 8X80 
10797 1611 =04 « 
9M98 01X1 942.1 
3092 30=0 *190 
0194 8290 6X90 
8731 86.10 7310 
1*032 171= 191 = 
618* 6SJU 8080 
12115 12X1 1314 
2594 2694V 2X95 
(2.46 42=0 44-90 
16 LBS 1619 171 = 
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■XAJl-CaqmndAnvRm 
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28690 28690 2 7*30 1 
ii« ion*.!— i*w 
7X88 1038 Mna 1 
8X90 8X38 #9 
1*1=014201* 151=01 
1*430 14510 15520 
31460 31490 39030 




kWWOlT* 5b 6&B6 68=8 7198 X64 

S—pwOra 5b =705 27X5 2X91 1=1 

Spcte Femna — 6b MLOB 309W 31 96 1=1 
(Acorn UUOQ 5b 3X00 3590V 30X3 191 


7679 7X76 6092 
90*8 90*5 H 10 
73=0 7150 7790 
5093 SOW 5X97 
95=8 9X38 101 7 
exit exit ra.ra 
0077 6X77 8000 
BX18 8X10 BX16 

5032 50=2V 5032 
5B.74 5XT«V 66.74 

SlJO 

4X05 

7093 7XB3V 6X69 
1893 1XTOtm.l1 
3314 33X4V 35X2 


49 14 4014V 52=1 
11X3 11X3 116= 
11U 113= 12X6 
1289 12X0 130= 
1310 1339 1409 
2UB23JM2L77 
7X22 712? 7794 
76=2 78=7 6116 
7793 709< C91 
SX=1 68=1 8098 
58=1 88=1 8896 
3595 3595 3BOB 
Mae JS9S 30X6 
42A9 4X4BV 4X13 
90=3 10(1= 10X4 
9893 1009 107=, 
2743 274= 29141 
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ss 
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IMkVTnMf Ace __= 
US Eq Ind Troekar kvJI 
US Eq OV Tucker AccS 
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LKEaVykv Sb 


204= 294= 3111 
3223 3JJJ J44.I 
324= 324 3 34X9 
161.7 1617 104= 
164 0 164 8V 177.1 
2069 2059V 270-5 
15X1 152-1 1EX7 
1748 174= 1009 
102.1 1921V 20X0 
20X4 204 4V 2180 
0190 81 60 BX45 
107= 1073V 2011 
UX0 1389 1494 
14X7 14X7 16X7 
2997 0097V 0097 
12(97 12497V 13407 
14X3 1403 151.1 
1489 1(59 1879 


2193 23=3 Z5=OhOJV 


Won metro. 5 

Murray Jotawtooe UT Ugait (t000)H 

7’IMIinia.GM— awGlVV a 


(0—071-260 3700 
Aroanantaconw-Xb 

Cam A oat =b 

Mccua Un— 3b 

Gnpeoa ipcanw— 3b 

Mown UndU 5b 

ivaGnAcaan— 5b 
EVf* ucome _ 6b 

MmaaUVM 8b 

ParEaal -Sb 

MecuaiUVM 6b 

aotad Inane Sb 

m SisrifJJ: 
S BSMrdfe 

Wccnro Urdu) =b 

MnA—iftXBin— 5b 
PMCFVH-.--5b 

Unwi 9b 

..-3b 

MecaaiUnM) -..-5b 

UK Sue am 5b 

MaimlMV—..=b 


Houmuanv 5b 
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anno— — sb 

MaamOanv 3b 
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97=3 SB 07 1043 
1017 1944 111.0 
203 9 20X3 221.0 
110= 116= 1250 
137= 1371 140= 
73=6 7126 7793 
76=0 7X00 6150 


17X4 17X4 193V 
3471 *7.1 V MD= 
3939 3619 370= 
26=6 200B 2028 
3184 34 10 38 =6 
11X5 11X5 12X9 
1298 12S9 137.9 
102= 19X641 204= 
I960 1BB9 21X7 
1=7 1=7 14X4 
452B 4X20 4X14 
8464 54=4 601 J 
7112 740 7 79 44 
70 70 70=0 
1025 102= 1009 
1000 100= 11X7 
311.7 311.7 331= 
3117 111.7 331 = 
6*90 05050X20 
60=7 7X15 74=2 


(AcacnUndet 5b 

LKEMaroM* Sb 

can unto =b 
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ssaiei!*™* 
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23897 238=2 WOO 
25875 75X75 27570 
1J 8 35 137 78 U«S8 
101.11 18X40 11395 
67=7 S7=7 71 BO 
70 10 7X16 74 =7 
61.77 61 77 65=5 
6X19 62.19 88=0 
BO 01 81JM *703 
01=0 0X01 00 44 
1X47 6647V 6048 
B970 GOTO 73=6 
10077 100 rat 11* H 
1500* 75694V iyie 
54 =9 54 =9 5X19 
5X78 5X70 57=3 
47=1 47=1 5000 
47=1 47=1 50.00 
3(3=5 34X37V JBBH 
xnua 10=779 ntav 
52X36 534.70 570** 
530*2 535 88 571* 
70 70 71 48V 7BJ71 
70.70 71 45 7X21 
11065 11208 11B55 
11393 11X41 iaio 
4X44 4X44 40=3 
4X44 4X4* 4043 
107X1 20X26 2157* 

220=8 TUB] 2*032 

11090117=— 13 y 
1I79R 11917 127 II 
— 42 231 90 217 V 
* 27100 3516, 

a 279 (T :u7B 

47X54 43X00 <a=l 
146=2 147=7 157 30 
145=2 147=7 IS* JO 
7X15 7X40 01=7 
00=5 01=0 0070 
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AcronenlKL I 
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A— incaanelw.l 
Amok— none 1 

rCml-I~_Ii 

nd‘ ~: l 

WLGnawDu 1 

paoAc Gniwn. 1 

jana Own 1 


91.45 91 45V 9342 
0893 0X03= 8903 
BX12BX12V 0508 
70=4 7004V 7944 
17X40 17040 174* 
97.72 07 7X0 100* 
B798 679M 09=7 
71.03 71 93 75.10 
8145 01*46 8305 
4917 4917 40 72 
0X20 80.30 0X00 
3199 9300 90= 
10X20 10X20 107*1 


16X0 

cm 
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kKarniaownT- 1L 

Eimpaaa . .= 

Aaaancaa _6 
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1*1351 1 
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IUGB 
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cm 
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CW 


5O0B 50 68 S3S1 
0914 0914 94 =3 
2£7B 36 76 2750 
71.77 71.77 70=5 
47* 47=3 50=5 
51=8 51 09 54=7 
74=1 7707 81=9 
30=7 7007V 2936 
77 3637=60 39 II 
=720 37.56V =9=C 


213JU2I3J4V 226* 
33609 23809 250*! 
25 =4 75=6 2740 
2X05 2696 2660 
71.01 7125 7X79 
7360 7364 7X55 
9X11 30=4 4X08 
1841 =0=4 4X17 
11X07 177=0 mil 
19*53 196 77 2*=S 
17033 17107 111* 
11054117 10V 13*57 
171=6 122=3 13014 
215=4 210 7T ZBM 
23267 23586 2SU8 
1)9240 IBIS 53 HS140 
i«3* ■■ i8S7a isaja 
17X48 17323 I6*a 
147* 1462? 1570 
109 14111 mm 11851 
11346 IIS 62 12331 
41=4 *241 4511 
4X57 4104 4570 
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MEcuai Unev p 5 
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Mccuai Unas V fi 

„ SuEir“3 
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Ukkadm Act V fi 


lAecun Unm) 1 

USSite O h 9 . 5 
Mccunltomifi-.- fi 
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lAccanUnnyy— fib 

A— an * 5b 
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Cera te — 5b 

lAEcanUnui 5b 
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72=7 73.74V 77W 
289= 29X8V 30X4 
5121 51X4 8402 
09=7 89=7 73=0 
6X21 6X21 TO 43 
9X41 92 75V 38=7 
20=0 30=QV 21=1 
36X9 36X5*381 = 

454.1 45X0 48X0 
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GH4F1T fib 

gCCMUtei y — 5b 

McomunSy-jH, 

kwnme_ fib 

WtowiisuB) s(, 

MocanUrvo^ILsb 

joaS u te u i Cua — fib 

Skip AHte ite i— 6 b 
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8 - n— r Dr, — _5b 
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10X2 1035 110= 
106 1004 1144 
1022 1025 1096 
103= '03.1 11X2 
■04 1 104 5 1122 
104.7 105.1 11X0 

4=1 43=1 40 73 
<7=7 47=7 80=4 
296= 29GJ 317.9 
335.1 33X1 350= 
85=7 0X57 8X97 
7X78 7X70 75 53 
IMS 1B4 0 198 7 
198= 1889 211 = 
7530 76 12V 01=3 
110= 1104 124= 
10X1 190 IV 2032 
6X70 00=8 6433 
147 1474 15&= 
4793 4X74 5X4 
51=2 5248 5643 
56.1* 9018 893 
1713 171.9 10X3 
31=2 31JC34JH 
4X72 45 72 4B=9 
380 4 3*) < 413.1 
320= 22X2 2416 
220= 2343 2612 
272* 3724 2929 
3183 81(0 34 07 
=4.10 34.18V 3X76 
3X 74 3X74 42.73 
1 0X1 100 I 10X1 
103= UHLS 1016 
90 B1 =001 98=6 
91=3 91=3 9783 
16X4 108*4 179= 
316= 31X8 337.7 
107= 107= 11X4 
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NawZaamvAcc -fib 
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101= 1019 IMS 
IS}= 1630 160,0 
1444 144 4V 15X0 
1AM 1455 15X7 
136= 12X3 13X2 
5096 50=6 E304 
60=2 5*32 6735 
02=9 02=9 0004 
y 44 04 44V 68 AS 

1710 171= I0OL7 
171 0 171,0 T0C.0 

saag 60*7020 
50=8 5038 51=9 
1131 1131 132.7 
1124 1124 1219 
71 IB 71.18 36 74 
7053 70 -M raos 
8181 61=1 0706 
77=1 77 a la 03 40 
G2.IS 0215 0727 
50=7 6XG7 6340 
67.10 67 13 71 4B 
07 10 87.18 71=5 
573* 57=4 81.72 
5X28 5028 6058 
6050 00M 73 77! 

7400 74 7GV 7006 
07S7 «J0 7105 
MM 6777 7140 
8228 6228 05=1 
55=7 57=7 81 14 
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57 12 57=0 0104 
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9052 98 V 1010S 
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3 72 
3 19 
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1 IJ 
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003 
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Emuauv .0 
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UK Bkw CIRptoe.— fib 
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rtanuiEAcc fib 
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J952 295IV MX? 
58 fi* M=3 5433 
6J52 6161 6706 
7520 2520a K3J 
4916 42X60 *56 2 
07.07 67=7 n 00 
7449 7449 79 3S 
S3 77 C3-77d 67 71 
7656 7G4W02.I2 
32=3 32.91 35 19 
2930 2982 31=9 
*28 3830 3062 
3225 3227 3451 
36=6 3X54 3007 
47=7 4770 5086 

S OI 3X61 42=1 
40 37 40 40 M 
87=5 6770 71 87 
4S*7 404= 
01=3 0063 


19 St Amps* 5a EM— 1 


Man Unit Trait Mpnaaeiv Ltd neonF u&antercrar_si,i 107= 107= nx* I alnw hradUnenaij 
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180= I0P0V 1035 
184= 1040V 194= 
2072 2072 221.4 
109= 168= 100= 
217= 2103 2340 
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71=1 71=1 7X41 
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1 04 fi 104= 17X0 
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hop lot Qrowm fit, 
HEP I* tana — 5», 


71.10 71 88 7X47 
MX 10X70 IW* 
7041 79=20 03.02 
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M UK ACC Pi 

. mikw $i, 
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sswss 

7X22 7X22 8X91 
60=1 60=1 8X40 
149= 14X0 IBM 
11X6 llXB 1211 

3147 60 47 03.13 
92*0 8* S3 101.1 
■021 103.4V 109= 

01.70 0123 68=6 
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tetional PtwMent hn Mgit Ud (140D]U 
48 firaDeraurea SL EC3P 3W 071-823 4*0 

MOSS III. 10 11602 
10257 102=0 1IU6 
0752 97=5 10444 
9*10 8*30 no* 

1657 1679 1704 

103= 1642 175 6 
8848 6079 74=4 
67.11 67=7 721B 
12140 12230 13000 
038= 9A2-3H HVB 
6334 0*-1 0792 
3323 333= 35X2 
7X 75 7X17 84 =7 
7X7G 74 15 7431 
00=2 0773 80=0 
00=4 9X84 10501 

9* ao 9*=o« roue 
67=3 6X31 7X60 
6X14 0561V 7X17 
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HraVwnGmwdi — _ 

- » Arc_5b 
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93=0 83=0 IDOfi 
0343 8343 00.17 
57=6 57=6 6287 
45=0 40=0 48=0 
40 03 <0 03 52=2 

« 4X00 (ft 78 
08 OS 8313 
S?=B 52=6 5744 
4X41 AXA1 49X3 
7X21 7211 77 63 
6! 42 Blfin 87=0 
77.76 7X220 8388 
00=5 01=0 8748 
79 51 8095 8050 
9721 97V 8047 
51=2 61=2 538G 
6833 87=4 72=7 
8X48 06*0 71.10 
67.97 6X70 7348 
9993 1007 1071 
8X87 0X72 71 36 
514? 5142 5XT7 
Mil MAI SOTO 
*706 *7A6 SODS 
9X46 9846 1017 
9040 9548 1017 
47 44 49LB3 49=3 
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DoAccun fib 

(KSrotoCnEqlacXb 

DoAcnan 5b 

StetTOomncfiJ, 

DoAcoom 5b 

kvcoe Rue me... fib 

DoAccun— Sb 

EorapawiK 5b 

Du Aeon 5b 

FarEWemioc. 5b 

DoAccwn 5b 

JKmaaK fib 

DaAmm fib 

teAniromaro—fib 

Da Aeon 5b 

tanoravnlne fib: 

Do Actum. Sb I 

wroda VarkmUMfib 


Do 


262= *4= 781 
310= 319 2 339= 
10X7 190 6 262 6 
2173 323 1 237 4 

6*18 as KM 99 U4 

7142 7202V 77=3 
7QC 7100V 75=4 
0072 9047V 0676 
310= 321.7 3423 
357.4 383? 30X4 
158-5 183= 163= 
17X1 1737 184= 
6X45 66=1 7X7B 
68=7 M=9 7X14 
2413 2(20 286 1 
2B47 200 1 2831 
191 fi 194 = 207= 
3092 212 2 2248 
raja 77.10V 02.11 


5b I 67.95 88S8V 94=6 



Scottish Prorttent bn Mat Ltd (lOtmF 
6 St AoTOv* Sa EdBdamn Bi2 2VA 03I-S 


UlirigMOyf 



_Bb [ 120= 120=V 1273 1.10 [VM S^TiiSS^ 
fib 1274 127.4V 134= 1.19 ISto 
-3b I 15X6 196= 1GX4 1x77 IrtM B±S ftg* 
‘CHppMMWBVB SrowoGraw 


IMUJ 5 


SS& ' 

2E GtZl' 

£S gccujnUMM. 
jtedM UMx: 


190= 


190= 201 = 

MM 303= 21X7 
MM 4081 =2=0 
07 m 87=1.03=6 
7X09 70 09V BUM 
0150 J1 50V 87 4G 
101= 101= 101 = 
131= 131= 131 = 
9X72 100=107- 



Euwrokic-- 

fSr&fEe- — fib 

FuVVFuMakie.fib 
Fted V Fonda Accfib 

Japan acc 5b 

Hans Aromca Inc. fib 
Mann America Acofib 
IK Eqte Crate bc fib 
UK Bate Bran* Accfib 
momma we-— 5b 

UUMocf Acc 5b 

WBEUIMteacJb 



5070 59=7 62 -9 8 
53 RS 54=4 57=6 
53=6 54=4 57=5 
6X83 6756 71=0 
47=2 47=7 4880 
47=2 47=7 40=9 
5X86 88=8 5X73 
5656 50=9 6973 

63=3 MM S7JB 

55.16 6X14 5X35 

5048 »48V 83.74 

5240 5240 5X25 
55=8 5X98 6015 
87 =1 66=4 61=7 




23262 

I1X74V 33666 
17X38 roar? 
137,46 13746 MSS3 
11462118=7* 17102, 
9688 97=1 101 IE 1 



157= 157= 1(8= 
85=3 8663 9X62 
1204 12040 1306 
1241 1244 131 0 

1024 102.4 1080 

00=8 60=8 06=1 - 


B12DL 061-478 3377 
Enakr 07 Hn 14490 
Deteg 071 tell *314 
0420925091 
33=0 33=9V 36=4 
10144 10144V 101=4 

iflsajweuv lulu 
04=1 8*98 90=9 
8445 8X46 9140 
«63«UaV 710=9 
191 D 191=3 20X27 


182=2 15202 to3=5 


iBwaht — 3 

torni Grown wc S 

tv grown acc 0 

mo Grate tic = 

Hanoi Loeden Acc.* 
vvui Leaden tv —G 


IKngn kne Acc 

UKHpCkK 0 

Europe Act 
gteMlne. 

MU Amor ACC G 

HnAnerinc. — G 

S5T2£ te 


23 3B2l«lV2»fit, 
32=5 23 14 24 77 
3I=6 31=6V 3300 

29=3 29=1 32m 

27=7 77=3 7947 
22=7 22 70 24=0 


51 18 51.19V 53=9 
=740 6740 9354 
103=8 10390 111=8 
11X69 11X08 1237] 
■fmmni Note* Tnv 



i Tiros acc 0 

. 1 Tnallnc D 

IKSnvrCuAcc— G 

IK Saw CM lac 8, 

MenumV Boon Acc.6 


1372* 


I-S592340 
if* iron 
zvobuki 
uJOMi&i 

1=0 »DB 
2=1 bUB 
1281 1*1=9 

ScotUah Uffdows" Fwtd Mnpoit (OBOOIN 

PO Bra 902. EdBVuqpi BltB 5BU 031-00 

511 0 515= S<X5 2* 

J&L9 3580 303 7 2= 

2SB.7 701 J 3707 3 7 

■anfi 1075 2000 II 

31X1 31X1 3328 09 
297 4 299 4 319= 09 

216= SMS ao 

2055 21X1 XO 

Z7BJ 279= 297= 

2074 2074 221= 1= 

19X7 193 7 209= 1= 

114 6 114 5 122= XO 
101= 101= 106= 3= 

1799 102.4 1945 a= 

101= 101=1019 xi: 

1019 1019 1019 XI! 

iao= loxa luxe 1 = 

100= 103= 109= 1 = 

.9947 9X47 1045 5= 

1 Bond He«l 9947 9847 104= 5* 

Etete* 8277 27m Oedtop 0277 29ID10 

>114090 153=0 101 AO I 4.13 Uvk 


*7JB 


St»p JAttert E) S Co nOOQF 

Atete 5Rto4V0h Rd HABkOteitoted E 


ftoe * Ass nSSfi!S.M JdpM ^ 


BtoMlee 0277 2273B0 

ABEufseeaa 5 

AB> im American— fi 
AE5M Bonds Com i 

AE5 mate Prate «-7 

AESSnoVa CDs_T * 
iesUK 

Unit Trust 


an 


i=i 


HMMli Manly* M3 3MB 

S I 91 17 


BntteeMd Bund Manmement (TOOlBf 
“ TiaaooEiS nmmcfi- 


a UkdllB'l LAM. iMdra E 



116=0 11760 JZUB 

10000 101 SO 10040 
133=0 13*20 MUD, 

Cl 729 177= 1096 
6X40 6X93 72.14 
13*00 12X30 tKM 

Ltd (1Z00)F 


Guide to pricing of Authorised Unit Trusts 

Compiled with the assistance of Lautro §§ 

INfTlAL CHARGE: Ctmpe made on sSto ot 
uflta. U9M a tkttwr oartfibnfl and 

am irtdudine eororatalon paid 
« kOBRoemtH, dm cone a Adunt In M 
price tf iriK 

OFFER PRICE: NnGdtod&uoHt&TTw 

price v tohU m*j sra boutfd Dy koreskn. 

BID PRICE: AboolfedKdeiqfliipricx 

Tlioptta at itilcti iris are sidd haefc By 
CANCELLATION PRICE: ne ntokrun 

HtnVttroraUiaBiqx 

ihjttro internment h 



t Lid yji6 

CB Uhtt ManagaB.V M (IWy 06»-« 7 H" 
POBM 14M 1526} 

emm — f Si 57= '•ScSS 

I5SS1 6 I»J 1W3 ' S0 


»BVI 

TOE Tie few dun MonqiUe «w find 

matter's ran* It the ttne Ste utl husTa 

fiy toe ifnwi vxw^etoVi tno hftridnl ml bust 
narnx Rv qnhoto ore as Him |f) - 000! to 
1 103 naui: ii) - nD1 a MOO Door* (+) - 
1401 mi TMhron (4i-i 7Di bmhWgu. 

P jiy dssflna pr^ss se set on (he if tts 
vakafion pout t stai period d ih* m 
etapu ban prices Memo mMMx 


SWQS PARTICULARS AND 
REPORTS: The nwa reeair repcn and 
adwne panintes can be obtained flee oi 
Chase (ran fund mnagete, 


Otficf aptonan non am cantahad In 
me led goTivm ol itw 
FT Hbragad Anti Santa, 
g Ufa Wivimite »a una Tied 

&%£***•• 

103 Kbw (tnord Sheet. Loedoa WC1A 1QH 

Tit 071-378-004. 


EAAunadna — Sb 
FAAmtrtn(Acd_fib 
FA UK Envy Inc — Sb 

FA Japan Sb 

I— 5b 

I —5b 

5b 

. ICu-fib 

FA AVI- 5b 

>4SV 


FA Hate UK Qv— 5 
FA mV UK CM -5 
FA&iflpeoc 5 


51X95 516=6 550 17 
80241 00241 641.11 
15X01 1*601 17X42 
29037 29X37 J15S) 
97.1= 87.19 1BUD, 
l a 1 «2g »V 3DX46 
2744*274*0 SOSI 
- - SUM 

- saao 


423.7742377V VQ=? 
6X19GB.1M 7X41 
320793207OV 3*7 54 
204 11 3M 11V 2171* 
50=8 90470 6283 


13003 

iTruB Hi 87=5 57.18 6083] 133147V! 

Vila 0 70=1 72=8 7B 50 1 0=5 <3X1 

I Sl 187= 171= 18201 1J1 147VI 


lAdPMMtol Pterts 

UKMrDM 5b 93.10 9447 9943 - «C3 

UK S™ CoS 3b 77.41 79=6 8374 - S3 

UKKUM fib 8247 83=3 B8.7B - 401 

Anerva ab im 78 IB2=9 lexn - os 




S££SS3fi 

S3 SS US 

0944 9078 9X55 

Genanr EMC 0733 3* 


standard lib TftJAgnd Ltd (D73B)H 

attongsaaKuronEfcaa 09003 

umedAcc =b 

U( Envy GOi Accfib 


Mgs Inc ov 

Ry< LM kl Ctsry— . , 
MUMkOGnei .fib 

8 LA Wt Spec— 5b 
EvanktoCM— '* 
UKtoaKltatogfi 
Euspean 


i iOS 

6139 61=0 6X34 «=7 «S7 
OH 6398 6020 OJS — 
5X37 5637 5X96 090 _ 
113= 1155 12*0 1=1 nm 
156= 150=1692 112 = 
IKS 1*5 "*j4 032 
1311 13X7 143= 0=8 


(Eqngnueinc 

i*§tea?ta_sb 

UM 

UKLvDwCrahs F.TJi 
GBSFaiUtK.fib 
not IM Cm tor F.TTj 
KOI Amercan accfib 


Ifaq^ London Unit TstMn LM (220nF 

note Mb Hm. CVrt ute COITO SSS 


Hoyv Mb Hat. CVtlm h r 

Amartao Crowin Sb 

Eyravan Gram- fib 
Far EM Grate., -fib 

JtoM Grantfi fib 

SevdVSB— • —5b 

LKBMOl- Sb 

TnavGvwv. Sb 


142= 142= 151= 
9747 97.47V 103= 
10X4 109.1 11X1 
1516 1516 161= 
19X5 1B65V 1X8 4 
7268 72* 77 3! 
2233 234 IV 2985 


764400 


78 King 50wt. IfiiKkxi 

GtoDVA fib 

LBEqWMlW 5b 

FtoEUteOWIVSb 
JapteEquOK(V_5b 
fieuiMIH-— 5b 
FTNC4«iAaran(V*b 

FT japan lid &b 

FT An & Jqno U _5b 


n« 

4379 44fi3V 47J4 
3=6= 4044 43*0 
302= 300=0 332= 
32=0 J26BV J4 57 
2S3= sums 
43.N 4366 4X38 
0306 63=5 6701 
45.79 45.79 48* 


Stmt IMt Trust MMfflt LM (l«IBF 

l Skaet lomtu Swi BOW 071-314 


«Jn 3=2* * 062 
523*4 2244 7382 
BMB 7520 207.7 

vase sae»ae 

1218 121= 129fi 
IT 755 1.755 1=£l 
12*6 1 7*6= 2=1= 
Cl» 3-155 22m 


t 
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FT MANAGED FUNDS SERVICE 


FT Cityline Unit Trust Prices; cSaJ ( 0881 or 0338) 430000, enter 4 and key In the five digit code listed below. Calls are charged at 36p/minute cheap rate and 48p/minute at aO other tones. International access avaCabie oy subscription only. For more 


details caS the FT C'ty"h® 


Help Des^t 071 J 873 «7a 


PM* Ma eMm 


% 


mr iw atf 


car 


Pile* w 



ijh 

152 r iu i . 

415 8 -lisa 
icprsmorjci »»» 

17994 17V94 ram 
1192 1100 177 7 
1194 120.1 12B.0 

«298 tsaa 457 j 

476 4 470.4 587 1 
1640 1049 1750 

IMJ l(u 1784 

3305 333 1 J54 7 
3484 349.1 371. 7 
205.1 207 I 7195 

2303 302 2*72 

161 7 1816 173.1 

1772 179J 1997 
95.4/ 95 470 95 >'7 
1704 1294 129 4 

9965 99050 WIK 
'■918 11938 ITOM 


Laard Brothers & Co. Ud 

ffEl PK »*r»C«a7. 1 0125 2275 

[nits HcOanmuiiD Id 44oo ieooo 


Alfifld Dunbar Assurance Pic - Cantd. 


City of W e s t mins ter Assurance (z) 
po Am 469. soa Mm an, mw" um» 


mif 


iLtd* 

1 05601 577X5 

JOTID 738 8 

.. 1 0441 l 445. 7 

1 £8131 6109 

I £2195 7236 

ii — Inn 90 i«ua 
Mutual Invest. TiL 


Frtaufs Provident 
Coxae sswt Setetty. was 3P1 ssk 
IMS 

HmgMilM 

UKEOW 

Smanu nro 


Co Pic 


2FaraSB«M. Uakn EC2T 501 ,071-4881818 1 

PWOOhiSMlO 180 JO 190551 8JlT«82S SSSSSSSS^ 

EattSCC I IO.TlM 11060 1 378 1 40026 SgAltoEJSf 


■ MM coy b uca Mam 

M & G Seasides Ltd 

ParTOOnuirt- 1 11805 I 908 

■WMIMI I 834 88 MS 

49 65 I 68 
I Imrestmont Fronds Ltd 


teg sjaufflfia: 

CQ CO 5, 


, 180-1 1852 
.—. 8401 067.3 
.-1108 131.5| 

147 J 1487 
International 


081 N'Ol 
2 7rUw: 

~ .6 1 6263 63 C8 87 481 - I(K1 

i Life of Canada (Mt Mm Lid pag8|H^ 

I 3368 J174d MI 
[ 175 85 17650 IB- 
3919 39 70 «5_ 

3782 38 ITS 4083 
3281 320*0 3524 



SSBSSMt 

Earn Grown tex 5U 

lakomla .. 5*. 
UK Income Inc S’. 

SSIS&Si&ii 

amt 




Swiss Life Unit Tst Man Co Ltd (12QQ)F 

Wnun 5 Hayteign Hud. Hutlon. BiMmoO- Else* 

6ue 0277 227301 DettvOCT 251010 

EqmyDH «lj 53S0D 648 70 Stf«' 

EdunyAo: B 1 / 79520 81660 35310 

raw W DM 8<2 law 121 

FixMHAcc 6lj 31830 321 

UhlnCn. Tnc* DM.. 4 13J0 12 


10/J 


UMnBex Teas Are _ 8 

TSJ [Mt Trusts (1200]F 
Obw R. Aneow. Kxa 5 

I504mmai 

Do team ....5 

tM TOng rom 8 

Acaaa — 6 

n» Eurcown 8 

Do tecum 6 

T5B Extra Interne 6 

Potecun. .8 

158 Smaller Oh 6 

On Scam 8 

158 Genera- .. .JS 

Do Scam 6 

T5B ftwncr Income 5 

Do seam.. 5 

TSaincume 8 

Do Amur. £ 

1S8 Paoflc 6 

Do team 8 

TOO MaiuooMI . .8 

Do tecum _ 8 

158 Mai ncoouccg 8 

Cm tecum 6 

rsa Sets Orel 8 

Do team ... . - 4 
Environments in* .8 

Do team E 

i50Saacu 6 

Do team .6 

rXrtgnktame . .8 

Do Scam _6 

148 no tregme - . 8 
Ds Occam.. .... 



21528 ITS 88 28W 
237 78 237 78 2524* 
30 78 90 78x1 S 
10753 107S3S USB 


76 


..47 HMD 
199 COO 211 10 
31983 E433A 
67 09 OUTS 7121 
7459 nywn 81 38 
23037 284 ID 11245 
WOOS 56780 00413 
53 81 54 79 573)7 
11377 11585 1280 
316*1 350 73 373 
71791 72882 775 V 
17711 377.1 J Cl 20 
39626 3*26 47158 
51543 518 43 551 S 
87559 878 63 72701 
1K7213812S 1UII 
I U 601«9 JSC 15882 
10201 103 fee I'f 13 
1287713: 14c i»W 
£053 tO ID 8439 
E5J 7 65 37 6955 
61 41 87 43 86 42 
6748 6878 7315 
67 43 8833 73.58 
80J3 8128 88*8 
00 98 61 37a 6*28 
71 89 73 MS 76 97 


!*WS 

4143 

»1« 

*1481 

*1*u 

11484 

ll« 

n« 

414(7 

<!«8 

4140 

4Wt 

11*71 

4147 

4147] 

*1«M 

,4105 

|*1W 

r«7 

IU7J 

41479 

non 

46341 

46253 

Kta 

or 

tea 

•os 

*tac 

uai 

USB 


UXEma gW 1 £1*9395 I 

Oram bong) MV.. I £141760 I 

UTMognt 

8687 6823 

6027 8314 

5*10 5483 

81 4* 63 35 

5750 5904S 
12990 135 70S 

*572 48 JH 

« n 51 in 
. Management 

1 6025 r 

Managers Lid 

' 87133 60079S 
1R8S8 10900 
75032 263 51S 
146015 1476768 
171001 10122 
11958 121 720 
■08319 1092.08 
105219 HSOD 
80041 8(77.33 
SOT 14 814 73 
1134 41 1771 41 
14/501 146255 
119229 ITU 23 
127480 129185 
150209 1611 91 
175483 179824 

1<dl5 I5033S 
ISO. 21 15331 
■ 79 01 M325SI 
184 80 187 80S 
15187 157 16S 

196.77 071 SIS 

Tliifsr j - 1 

Fond Managers Ud. 

8 I 19327 IS64 I ami 

Stewart (Tory & Co Ltd 

SHnHFPPSep 13 1*082 429.7 1 

Based u no nomsi 
Ttwnrton Unit Msnageni Ltd 
usosMEmviSMa)- msjb ibcuI 
Iteamuntu 1 1*190 I5427dl 



EaMffU team 

EsWVM scam — _ 
Ga-flagMPra scran - 

_ mm nn scam 

41138 Mnort Pra tecum . 
47139 SccGraM I'm team, 

4U40 Praoenv Ra scam. — 

2*S tewicaimtean-. 
4WJ8 amtom Pm teetnL- 
SW98 BnanOM Pera team _ 
s^7 -500 “ rob* team.. 

47*88 JswiS Gan ten Scam. 
4788^ mem Pens scam. - 
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m an 

— 

ms 

; 

mi sa? 

■ 

SSU 3020 

- 

rrrlKi i 

- 

31 

1 

2504 2830 

>1245 1111 

- 

Ii 


2033 21*0 

- 

i i 

1 IB 0 124J 

1270 133.7 

1480 1568 

(B « (VI • 

- 

«Tf 1 UJ-fl 

1729 1820 

- 

1KL4 3 mi 
1420 148 5 

205 4 218 J 
1165 122.7 

36 


390 1 3054 

_ 

3065 4070 

— 

3315 3490 

— 

281.4 2750 

— 

146* 1470 

— 

1490 197/ 

— 

I860 I960 

— 

1870 197 7 

- 

232.4 2447 

— 

168/ 1/76 

— 

1920 2091 

— 

1300 137 7 

- 

1875 1/6* 

— 

1106 1185 

— 

%60 375.1 

_ 

458 1 48X3 

— 

959.7 5850 

— 

316* 33X0 

— 

152* 1805 

-a 

1574 1667 

— 

1BX4 19X1 

— 

20X5 21X2 

- 

328.1 34X3 

— 

19X2 20X* 

- 

271.1 2SS.4 

— 

1645 1792 

_ 

20X* 2161 



-i*i 




unGromnro - 

CaMI Eitf (ftsdi Fd 

ynssra sc 8BWT — 

ShSmhhT! 1 

*•» QahM I 


INSURANCES 


«l* Md 05 - 


AXA Equity & Lon Ute Assce 
mw (woo. 1 


— iPenfc 

PnxwtV Pm FO 

CM Pm Fa. 

Ifc EaiKj Pen Fd 

“ « tend PD" FO 


rss 5MKS7 Inccme 6 6127 43 85 68 03 
OoScam .8 1 7X 75 71 51 7007 

TJJ. Fund Managers limited (iZfflfiH 

KUlonr Sdaoamin Hood. GnMai 08i-e88S355 
TU aitoti- _ .. J( 3194 CT-IS 13/2i;eol7r« 


Templeton Unit Inst Managers Ltd (12DmF 
sdwa Crescer*. Edmtaran EMI SNA id '-238. 11 


: EdMnrai 
Oobal Grom tec.. £ 

Occul Gf4n9H Inc 0 

aa»Bjtmcaitec a 
QOBS (Usncxd Inc X 
vail* fa sec 8 

van Id Inc . ...8 


19157 237 X) 
17589 17820 16945 
1/4 99 1 7525 IJ7 44 
15370 15171 16U6 
I162J lira? 13s '5 
104 87 107 50 "t» 


3913 


«C9 

lac 

tax. 


U8 6auBa Sar 5 

Hignef (name So 5 — 

PlapwnrSw 5 

Him inevm Sa> 5 -. 
bueiL4*d5as50 5— 

GuDaM^r! 

KtiAneflca 5«r 5 

Fjr EattSorS 

&np*Sw5 

■ntnnadanS Scr 5 

ajj nco O Sw 5 

tonnDSw5 

... OcpwcmitY Snr 5 - . 

srjUcc n*m=QUK5er5 

Pens Eaunv Sw 3 ir . . 
Pans Mono nc S3 in.. 

Pm IBM MS 30 

Fra nskn-LcAetf Sec 5 J LD 

Pm Pnmenv S J ici 

PanNAinniea53tu - 

PmidEslJio... 
PtoEihopc S 3ig . . 

Pm toerceaj Z 3 I/I 

taa Bjuiem S 3 0. .. 

PmsCniSlul 

FKa CAP Sms 3d 



Thornton Unit Managers Ltd flHXflF 

31 Ouwn JIKCI London EG4A 144 (7) 


Doling 071 -248 XX) I 
Amcncai j** Cos . 5 

1 seam Dual . 5 

EmseaiOrcs. ...5 
■team Urtci . . .5 
uraanef Eunsv Bd 5 
.5 

la&n r- — . _s 
team Unci 
bCaDncera 

tenon U 10I i 

OrtSI income. . -5 

team Una. 5 

nger J 

wnnuta . ..5 

UKBm dug . ..5 

lAeam LYOil . . _4 
UK5rarC« 4 

texumUrxei 5 

Fanmnt Alan 
lan toner Gum — 4 
itenonUtoei . — 5 

Eucwan Granin 5 

Exnra ._ . -»lj 

texurncusi. . 

F» t)5TO _ . . jlj 
itea.Tr (Uxcl _ ill 

*gn iwa 5ij 

■team Lad . . Jlj 
iBfrvgi Gramm- _£ij 

vnaaoi 4 

team 'MW . 5 

Man Gwm ten . 5 
Pratqe n ra Sic 

•tecum on in .;l ( 
IlMSMfV - - -5‘* 
tecum un.-i . 5 ! t 

Sms«! CdJ Dm • ilj 

tecum Until .. .51, 

GrUMCcs --- S«J 

teomUrtai 51 a 

mt Grown 51, 

5 i. 


IAS 

6836 68 86 /3 *5 
71 02 71 02 75 74 
(£67 66 67 /0/6 
67 JS 67 ]5 75 49 
41 72 4 1 72 4$ 9] 

Cl GO 61 £0 64 .1 
9UK nos it zm 
9605 was TIE. u 
87 JO E8 48 94 ]7 
£347 9108 97.15 
45*145830 48 83 
5S8I 06340 84 JC, 

744 19 ’44 n x; a 
25655 256 55 777 85 
Gill 63 II 07 J5 
0528 54 38 69 78 
8765 M21M50 
1C226 16535 "251 

11920 SI9J0 2J1»|OJO| 

2/1 .D 271 70 CJ7£C 
253 TO 25376 M 10 
52» 10529 I0S5M21I 
'Toco itcioo irraoci 
3.-7WW7WS «I 7Cl 
421 OS 47100 447 Wj 
lOSJO'CSHM 11320 
32720 131 10 2225 
43 48 43 43d 4626 
105 OB '05 OW H£» 

114 50 11*50 i;ibj 
1449) issw i«i:J 
■ 2680 133:0c ISOM 
512311 629 '0 <0390 
7MQ02B1 'OS FT a 
*0800 475 70 KS T9 
98 53 10050 IC6M 
'£340 165 70 i.3M 
259 80265 MS 2S3t 
40580 419* U8.D 
493J0W740B 529 :9> 285 1 
OK CO 103600 1156001 385 K05: 


1270 9 1137 7 
308.1 372? 

5475 5783 

Z38JB 2480 
4515 4750 

1865 1985 

399 9 375 E 

1BBJ! 196.4 
,'938 835 J 

760 4 8004 

414D 434 7 

2319 2*4 I 

459 0 48X1 

IC4 1 1737 

1611 171.6 


Ptra OcocitmtvSJie 
AraRnaniS J 0 

Abtiev Life Assurance Co Ltd 
60 HaaaVrani ROM. Soumemapai 
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High 
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Low 

FT-SE 100 

31066 

3092.4 

3100X 

3085.2 

3087.7 

30363 

3108.6 

2737.6 

31068 


FT-SE Mid 250 

3477X 

34705 

3471 X 

3457.7 

3439X 

34267 

3513.3 

28763 

3513.3 

1379.4 

FT-SE- A 350 

1551 X 

1644.7 

1648X 

1540.6 

1532X 

1519.7 

16KL2 

1348.7 

1652.3 



153697 

153642 

1633-47 

1626.43 

151612 

150665 

1537X7 

1086.13 

1537X7 

61.92 

FT-SE Euro Crack 100 

1321.16 

1317.76 

1321.84 

1313.91 

1299.14 

1203.99 

1321.84 

1063.02 

1321X4 


FT-SE Buratraek 200 

1405.46 

1401X7 

1403X9 

1391.47 

1377.73 

136619 

140648 

1 144.79 

1405.46 

938.62 

FT Ordinary 

2359.1 

2350.4 

2355.4 

234SX 

2332X 

23166 

2414X 

2124.7 

2414X 

49.4 

FT Government Sees. 

102.68 

102.44 

102X4 

102X6 

102.06 

102.04 

102.88 

93.28 

127.40 

49.18 

FT Hxod Internal 

124X1 

124.11 

123.47 

123.19 

122.04 

123.06 

125X0 

108.67 

125X0 

50X3 


203.7 

197X 

182.4 

182.6 

182.5 

18SX 

249.2 

60.0 

734.7 

43.6 
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6.33 

4.66 

3-24 
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1.43 
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730 

088 

4.82 

3.59 

Z74 
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1.55 
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Mar 


0X8 

1X4 
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0.10 

.1.14 

2.14 

4.15 

0X8 

2.09 

3.16 

637 

202 

3-48 

4X8 

681 

4.13 

5X7 

627 

637 

8X5 

7X1 

6T5 

1615 

699 

9.52 

10.28 

1206 
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NATIONAL AND FRIDAY OCTOBS1 8 1983 THURSDAY OCTOBER 7 1993 DOLLAR MDCX 

-REGIONAL MARKETS 

w % cjw Pomf Local Local % Gross US Pond Local Year 

R 0 ure8 Dtdta (51 taea Swtag Yen DM Currency eho bom Dhr. Deter Staring Yan DU Cuirancy 1903 1983 ago 

ahowraHnbflr of Bnea J"* jj/iag2 Mat tatat fade* Index 31/12/B2 Yield Index Index Index index Index Hrfi Lav (epprad 

— — 7« — +20 J 145L52 100.54 125-72 152^6 +25J 3^9 14SJ7 145S4 99.57 126.48 151^6 150.78 il'7^39 123.11 

Australia (6S). T37T 17199 11«83 143.59 148.48 +2^5 1.0B 173.07 17043 11631 147.72 147.B8 180.43 131.16 151.99 

Austria (in “»■ '£?« Trig 147 ;73 102.O6 127.63 131^3 +50.4 4J8 14ELS2 145J9 99.59 126^0 1Sai4 156.76 131.19 139.61 

Belgium (43 ',7 iz n95 83JJ8 103.88 120.16 +12J 2^2 124^5 120J9 82^4 104^4 118.98 130J8 111.41 113.70 

Canada (1071. — t'-f. 15767 197-15 209.33 +31^ 1fl8 23352 227.79 155.41 197^8 20956 236.42 185.11 193^4 

DenmaritOg. ^4 11Si18 79.53 99^1 143^9 +87 J5 0.72 118.71 113J5 77.54 08.48 141.48 119iJ3 85^0 56.70 

FWand (23) Til’S 13704 115.40 144JW 152.78 +19E 3.02 170.77 168^9 113.44 144J» 152.15 173JJ5 142.72 14854 

Francs (97). 173-05 353 mS 90.42 113.05 113.05 +29J 1.86 133^0 129.71 8850 112J8 112^9 135.56 10159 106^2 

Germany (60)-. TK'S kfZw 264.68 31*80 +43.0 3^4 319J4 311.46 212.49 269^9 317^1 319-S4 218^2 232^7 

Hong Kora P5) gf?? 115.46 144.41 166.44 +41 J? 3^7 172_85 16832 114J3 145.85 167^6 173.99 129.28 135.41 

iraiand ft4- T^n 7037 4^62 60.79 86.41 +43.1 73.15 7123 48.59 81.72 87 Jl 7853 53.78 5453 

Italy (70^- tSTr ifi nw 104.17 130^8 104.17 +25.7 0.79 155.75 151.68 10348 131.45 10348 165JT 100.75 106^3 

Japan (469) +«./ nau-ro m 3eg^7 43358 +64.5 1.60 432.17 420.84 287.10 364.65 42253 44253 25156 24754 

Malaysia (69)— — xSfsnn 1118J7 138558 5699.43 +1.4 057 1680.72 1636.66 111659 141118 5717.73 177156 1410l30 131656 

5S»(1SJ jJ-5 12751 15955 15758 4255 3^7 18955 18458 12553 15954 157.76 191.81 15059 159.44 

Nemerta*(24£ Ig-JJ 1 2Bf 41.71 52.16 6ai9 +355 3.71 62.44 6050 41.48 52.68 6051 6258 4056 3952 

Now Zealand (13) ®54 +4S5 ou-» 1M .i S 17Z89 +33.7 1.48 17952 17453 11854 151.06 172.40 18155 137.71 137.02 

Norway (23) 29740 205.48 25654 222.64 +38.0 1.52 30956 301.44. 205.66 26150 22358 31059 20754 18451 

Singapore » wa'os 141.00 17652 19354 +235 Z71 21252 20754 141.45 179.68 190.71 21550 144.72 15857 

Sffiwea(80) iSm 93.79 11758 139.09 +37.4 4.11 138.14 13452 91.77 11656 138.08 14057 11553 112.14 

9070 1^78 164.76 233.91 +345 1.44 19451 1»5l 12959 16452 232.71 19757 149.70 1S2.68 

S KenGH£ 1*1% Jxa'nfi 96.77 121.02 126.44 +23.1 1-72 14250 139.15 9454 12050 12659 145.10 108.91 114.46 

SwrtZflfimdfej) 12954 161.74 18752 +105 3-82 19157 18855 127.12 161.46 18655 193.97 16250 17056 

SlES3(Snpie--- JJJJJ *]|f leiS 1 &1 156.82 188.04 +5.6 2.73 18755 182,73 12457 15654 187.6S 189.40 17558 164.82 

USA % - 1Qa6 g 135i91 16050 +205 350 160.75 15654 106.80 135.85 14956 18257 133.92 135.93 

>*&jrooe(748). *JSr A {inffi 126.04 15056 192.18 +385 158 184.75 17951 122.74 15559 19150 18750 142.13 14256 

■jK£5fcri 14 / 18750 +26.4 1M58 izuot +275 1.06 16156 157.13 10751 136.18 111.78 16180 105.89 110.68 

fffiaSlFr* ili }Sj5 J08.15 13554 12753 +24.2 1.88 16150 156.78 10655 13555 127.19 162.86 11756 12058 

SSSteMC 18Z1 S if 1 7 mra S?9 1^55 183.42 +5-9 2.73- 183.71 17859 12258 15554 183.04 18559 17151 161.45 

55h SSrtci I825L. - IM- 1 ? *48 11959 129.05 +27.8 2.46 141.18 137.48 9351 119.15 128.88 143.14 11251 115.41 

TO---- l43 '!2 + «J 50959 iS'S IMS 20158 +39.4 256 21656 21050 143.70 18250 200.82 216.83 152.70 154.13 

21653 +395 2®59 J4JZ 7 39.74 +235 16154 15751 107.13 13656 129.10 16259 11851 121.75 

SSfcS^iSnSm.- 162 - 35 11175 139.75 143.98 +16.6 252 16856 162^9 11056 14051 143.43 16850 13452 13158 

SKHft UK(1947^ 16757 +225 Jg-J} ]]Hg J41.54 147.44 +16.0 119 16853 104^0 112.17 142.47 14658 170.43 13758 13551 

wSweJs^!w C105)«. 1^-JJ tfJJ ]]ll 7 149.40 172-69 +12.6 252 178.04 17357 11659 1505S !7252 179.12 157.47 15153 

World Ex. Japan (1696)^ 1 79-14 ^ U, fia 147.87 +185 250 169.02 18459 11259 14 253 14759 170.42 13752~ 13558 

H» World Index £1851-. 169 - 89 ' - ' ■: ^ >,« « ^1 M.791 (Pound Steftw) and 9454 tLocail- Nmrflr- iw.m im, iaa >m nw * inri^i 

114.45 (Pound Sterfing) and 12352 l LDCai '-^ ~ 
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BOSTON INVESTMENT TRUST 

1993 Number 1 
25OO Units 
Issue Price $10,000 

Bank of Boston Trua Company (Bahamas) United, as Trustee (or the Units, hereby 
notifies au Unhhoiderg that 

1. Consent of al UnUMUars Is sought io certain amendments to the Declaration of 
Trust, which amendments include (0 extension of the time for repayment of 
principal under the Trust Investments to November 3, 1994, and further 
axtendMe, under eertoln ctaunxtanees and at the option of the Trust Investment 
Issuer, to May 3. 1895 or November 3, 1885. Bank of Boston SA sftafl agree 
with each consenting Unitholder that, at such Untiholder's option, It or Its 
designee shall repurchase such Unitholder's Units on November 3. 1994 and (a) 
amandments tn notification provisions of the Declaration of Trust; 

2. Unis of Unhhokiefs who do not give their consent to ihe above amendmante on 
or prior 10 October 25. 1993 shal be purchased tor die full principal amount 
(hereof plus accrued Interest on November 3, 1993. 

A more daated explanation of me above manem has been tonvarded to UnkhaUen 
via EuroCtear System and Cede! S A In order to obtain further Information regarding 
Dm above, please contact: Thanatos Votpon tefepfxxw 011-55-11-234-5813- 
Bank of Boston True* Company (Bahama*) Umftad 
October 11,1993 


Til.: vjortiCu ti.-d.HfCi.-'.'.l Oot^Fo-it l:ir 

Cnf:i:npiliri * F.iMrc- ft Cfliuiu - Imi ■£ -i.-;. * F/X : fiuivi: r - 

Irc.m a :i us. Asian find m.vnr Ei : rn|ie.in Exehaniicr ,-v y -:-i: -- W r, 

ouoth 

PC QUOTH 

C.iil Groltmt: CLirk. PC 0u07£ iLomion; 071 -ii?3-47ai 6-4 KB HYPERFEED 


nahonal 

Abdij Nationaal First Capital B. V. 

i!'ii'>(w.MiJa Hu .VtMrJi >mm#i ,at CLIUb.) 

U.S. $100,000,000 
Subordinated Guaranteed 
Floating Rate Notes Due 2003 

For rlu Interost Ponml Srli LX-tubor, IW) rn Srh April. 1004 , ihc Nntis 
will c.irrv .in Incunmc FLiretif 5.21^ per -inniim. rlio( Coupon Anniuni 
pnyAWo pv-r U.S. 51.C00 Note will be U.S. Sib.S4, .mJ t«>r (he U.S. 
i 10. 000 Note. U.S. 5265.42. ;mJ h^r rhe U.S. SlW.OOO Noto. U.S. 
S2,bi4.l?i p-ty.ihk-on Srh April, IW. 

I Ul.J.*! A, Sht-f. Li./liIIi/ 


BankersTrust 
Company, London 


Agent Bank 


ARTIFICIAL INTELLIGENCE 

IN 

ttJTURKtf TRADING 

"INTELLIGENT TECHNICAL SYSTEMS n 

LEADING CONSULTANTS. 

TEL 0474-804 335 FAX; 0767-338804 
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072 74 8 12 11% 11% 

056 17 9 318 31 3tt% 30% 

020 14 8 43 8% 8% 8% -% 

008 11 62 73 3% 3% 3% 

18 16O4u20% .24% 28% *1% 

010 17 S 108 10% if 10% -% 

070 17103 41 30% 29% 30 -% 

071101 t 755 7% 7 7 

21 76 23% 23% 23% 

074 57 15 IBS 14% 14% 14% -% 

125 3478 26% 25% 2B% ♦% 

11 1285 28% 28 26 -% 

034 14 13 1088 15% 15 15 -% 

170 37 16 77 ZB 28% 28% -% 

11 3% 3% 3% 

80 10% li%-10% 

011 14 4 198 4% 4% 4% +% 

072108 35 111 8% B% 8% +% 
aa 07 17 1113 48% 45% 45% -% 
140 10 12 219 40% 39% 39% -% 

1.19 174 15 6% 6% 8% 

3881 2% 2% 2% 

1.12 16 12 541 43% 43% 43% -% 
074 34 14 21 10% 10% 10% ■% 

012 03 31 802 47% 46% 47 -% 

078 17 13 911 33 32% 32% +% 

018 08 24 1419 21% 20% 20% -% 

003 01 131010% 19% 19% *% 

12 271 13% 13% 13% -% 

12 11 9% 9% 9% +% 

037 27 18 99 18% 18% 16% +% 
174 67 13 2008 17% 17% 17% «4b 
028 17 26 1786 29% 2B% 26% -% 
B 285 10% 9% 10% 


38% 23% Trareten 
18 12% Tiwtogar 
37% 34% THCM27 
56% 48TrtM* 
iTrtCOnl 
1 Trtnfty 
31% 21 TitaovB 
_ 26% Trttar En 
4% 1% Tucson B 
10% 7%TudmCn 
10% 5% TurtdWi ki 
34 25% Twin Cant 
21% 16% Twin Dkc 
j 37% 7>co Labor 
14 10% Tyco Toys 
5% 4% Tyler 


150% 110% UHL Ctip 
33%21%UJBFH 



0.04 04 85 

064 11 13 68 
070 37 20 8 1 

040 07 26 196 42 
OW 08 S3 585 
42 331 

- u- 

10 1385 144142% 143% 

084 12 20 1145 29% 29% 29% 

33 15 5% 5% 5% 

4.10 10 60 51% SI 51% 

7 640 21 20% 21 

098 15 17 2874 -27% 26% 27% 

175 77 6 51% 51 51% 

1.88357 4 358 5 4% 4% 

174 57 23 135 24% 24% 24% 

1 852 3§ 2% 3% 

10 TOO 8% 6% 5% 

076 18 11 2833 21% 21% 21% 

110 16 18 7100 32% 32% 32% 

135 16 15 4 65% 65% 65% +% 


18 9%IMonOarp 
88% 48UnB370 


I UMl 
ilAMnat 


dl lOCn« 30-H U'K 

1 70% 69% 60% 
■31289 44% 43% 43% 
161237 W% 60% 60% 
27% 


1 5% UHCJnc 

S IMM 
(Mat 

56 Unlever „ . 

. . 95% linfl W 170 1* 161195110% 109% 110*; 
49 41%IMnCamp 176 37 48 2940 41% 041% 41% 
20% ISIHnrCartt 075 16 24 2388 19% 19% 19% 

" 18 96 13 12% 13 

150 67 20 166% 55% 55% 

470 IS 
272 57 

170 16 

072 18 11 157 27% 27% 

020 119 29 4017 22% 

0 5 2 

177216 102083 12% 

3S 126 4% 

070 17 26 284 <5% 

12lMtanfttyx 170 47 87 1052 1 

SUdDomhid 120 1.4 35 11 14 

WUUHBMn 008 00 33 1898 68% 

41 UkVum 266 19 15 89 44% 

4UK*xtaSt 070 11 6 41 6 

28%IMnvMDsd 070 1.0 13 42031 

8% Uk*8toPnd H3 1.1 34 11 

AUtraMtal 12 80 

USAIr 112 17 1 2536 1 
020 17 51 2585 1 

38 69 
28 95 

170 18 12 238 4 

132 10 20 203 V 

030 17 1815074 2 
114 4.4 17 3979 40% 

170 37129 3045 57% 

092 01 19 38 15% 

27 93 15% 1 

078 27 15 152 33% 3 

178 107 52 32 18% 18% 18% 


+ ’]« 

3 


+% 

4 


11% (67*6 

22% us raw 

. 19% US Hans 
44 35% U5UFE Crp 
12% 8%UU&SKM 
79% 19% USSurgd 
59% 37% US (test 
~ 1 43% UtaTccM 
15% 13% UUWHBT 
15% 9% IHfcMB 
37% 31% Untr FOoda 
18% l4%UnhHdi 



30% 17% WMSkxknt 
36% 32% VIPLHdUIn 
18% 1i%ytabaninc 
40% 32%WactwvU 
16% ii%wackenhut 
5% 3% watucri 

oH2 c3 nines 
34 23 Written 

11% $%wanurlns 


20 407 
1.01 SA » 


27 



- w- 

.... 27 28% _ 

IB 51 35% 36% 35% 

917B2 12% 12% 12% 

1.06 17 14 3384 38% 38% 38% 

036 17I3S 4 13% 13% 13% 

14 1220 4% 4% 4% 

060 17 20 2346 41% 40% 41% 

078 11 14 174 37% 28% 27% 

113 07 2817011 26% »% 26% 

... 004 17 13 73 5% 05% 5% 

78% 5974 WamarUnb 278 37 14 33GB 66% 85% 68 

26% 17% WttEnsiw 1-40 77 21 358 18% 18% 18% 

45% 37 Ktiahgi GAL 118 5.0 15 79 43%, 43% ~ 

28 21% MMigNK 176 45 11 159 24 23% 

244 21Z WarilffPiflB 470 17 20 33 223% 221 

2B% IlHMdnsJn 048 10 27 735 23% 23% 

5% 1% WnonanM 108 4.0 0 472 :% 2 2 

3% 1% WaanM 0 7 1% 1% 1% 

020 1.6 11 678 12% 11% 12% 

116 ID 33 228 43% 43 43% 

084 87 3 100 7% 7% 7% 

072 IS IB 22 27% 27% 27% 

018 17 IS 2758 11% 10% 11 

020 17 9 1004 17% 017% 17% 

100 1.6 24 1503 129136% 128' 
024 17 31 2540 015% 15 

044 17 18 5 23% 

5 10 48 47: 

OBO 4.7 11 305 17 16% 17 

23 2099 18 17% 17% 

8 6840 5% 5 5% 

020 05 29 89 44% 43% 44% 

018 1.2 88 106 14 13% 13% 

1.84 57 13 1828 35% 35% 35% 

040 10 17 3338 13% 13% 13% 

032 5.3 0 307 8 5% 8 

SO 8975 11% 10% II 

041 12 8 477 13 12% 13 

, 1.10 37 23 878 33% 33% 33% 

46% 38% Woyertneua 170 37 14 5940 <0% <0% 40% 

23% 14% Wttetabnr 078 04 191810 16% 19% 18% 
172 11 20 3141 59% S3 58% 
26 ZlOO 14% 14% 14% 
030 10 16 1809 1“ ‘ 


ACC Cop 

AccbunE 

Acme mqs 

AodonCp 

Adapueti 

ADC Tele 

Addtagtao 

AoaSenr 


Affymax 

Agssyito 

AgnfraEa 

Aka AM 

AUnCp 

AM Bata 

AltapiBW 

Altai Org 

ASanPh 

NUCapd 


AtaattaC 
Alta Gnta 
AtwiCo 


.WaanM 
18% 11% IMAIOaO 
45% 36%«etnqwfcn 
10 3% WMtanSt 
29% 24WBHMtac 
15% 8% 1 
24% 17% I 
130% 74% 1 
15% 12% Wartdysn 
25% 19% Wes Co 

57% 40% waaPP 

17% 12% WaucsrE 
19% 5% wntnNAm 
9% 3%«S( 


45% 24 

17% 1D% 


. . ._ . WeshUng 
37% 30%HHnte 
17% 12% wnainana 
11% 5% ttatavnl 
22% B%VMnWan» 
14% 9% Waitpac 
38 30% Wssbam 


-6% 


68 43%lttwMd 
18 14% HNtahal 
15% 12% WhUmui 
16 11% WWricw 
32% 25% Mcnr M 
7% 4% WKttx&G 
83% 35% Wan 
7B BJOlMWita 
9% 5% UDaknera 
79% 52% VflnnDfaM 
9% 5% Wknebagn 
29% 24% Wtafnaay 
36% X% WlacPiSlSv 
31% 24VncoCorp 
40% 2S%WIXTadi 
t3%«Uvelne 
32% 24Wbmmm 
15% 11% World Wk* 
6% 2% Wstldcorp 
46 29%Wta(By 
21 14 WytoUtwr 

23% 16%WymsU 


15 15% 
13% 13% 
32% 

6% 9% 

91% 62% 
6 % 6 % 
. 8 % 8 % 
59 58% 58% 
7% 7% 7% 
28% 28% 28% 


12 15 

178 47 18 101 
010 1.5 11 4710 
172 14 12 491 
075 07 17 10 
19 347 

1.44 26 18 46T 

21 112 

175 47 16 478 

1.78 5 0 13 113 35‘ 

270 5.7 27 509 30% 29 

080 10 18 8990 30% 29 

018 05 19 294 n30 

1.18 47 14 2570 25% 25 2 

004 03 24 15% 15% 1 

I 22 3% 3% 

040 09 33 4IBu46% 

028 1.8 12 521 17% 

089 11 14 103 22 



ft i 

Stock Hr. E IDb Hp 1« Ut CH| 
A&WBAM9 A32 21 288144% 24% 24% *% 
ASS Ml 020 18 358 12 11% 11% *h 

012 40 382 19% 18% 19 
5534221 30% 28 28% -1% 
115 2 15 15 IS 

38 59U23% 22% 23% 4% 
15 6218 30 29% 30 ^2 
35 383 38% 38 38% 

70 380 17 16% 17 +% 

018 18 8 24 23% 23% 

Adobe Sy* 020175871 19% 18% 19% 
AdvancaC 8 777 10% 10% 10% 

Adv Logic 4 380 3% 3% J& 
AChFOtym 101248 5% 5% 5% 
AchrchUb 28 109 16% 16% 19% 
Unto 025 a 940u62% 80% 60% 

13 69 15% 15 15 

171304 10% 10% 10% 

010 74 4237 13% 13% 13% 
26017 107 u50 40% 49% 

71 1227 19% 1B% 18% 

088 14 382 24 23% 23% 

17 12 8% 8% 8% 

048 15 12 31 30% 30% 

7 361 10% 10 10 
180 14 201 ia%«a% 15% 

080 11 14 13 12% 12% 

032 15 2 B 6 6 

006 3 21 B 1}3 I)} 1)3 
624308 28% 27% a 
An Banker 088 10 05 29% 29 28 

AmQyBu 31 11 25% 24% 25% 

Amuanag 16 71 18% 17% 18 

Am Made 21 401 9^ 9% 9% 

Am Satan Q3Z341W5 0% 6% 6% 
AmFrtwya 48 811 T9% 18% 19% 
Am&eetA IflO 1B21B1 30% 29% 30% 
Anwrhte 0 1B2 % o$t % 

AmerhdPat B 2013 % A % 

Am (tea I 104 9 20 59% 58 59% 
AmerPon 4813909 21% 19% » -1% 

Am Tm 11 54 13 12% 12% 

AmR&tff 3 647 it % % -i 

Amgan M 14 8111 40% 39% 39% -% 

AmtediCp 008 401171 27% 15 26% -% 
Amvsfln 4 2168 5 4% 4|1 

Analogic 14 58 15% 14% 14% -% 

taOpm 048 18 35 22 21 21 

AnangalAm 1XD IS 80 16% 16% 18% -t-% 

Andrew Cp 25 714 u40 38% 38% -1 

Andros An IT 90 14% 14 14% +% 

Apogee En 028 31 143 13% 12% 13% +% 

APPBo 51 1692 5% 5% 5% -A 

AppUUat 3616072 35% 31% 35+3% 

Apple Comp 048 1512128 23% 22% 22% -% 
Apptaxes 004 42 8Z7 22% 21% 22 -% 

Mar Dr 020 16 171 1B% 17% 17% -% 
021 2 350 26 25 25% -% 

1.00 9 364 32% 31 31 -1% 

084 20 202 iCO 19% 20 +% 

084 19 27 39% 39% 39% 

IS 4877 14% 13% 13% -% 
53 944 34% 33% 34% +1% 
389 32(127% 27 27% -% 

92115 17% 16% 17% 

37 126 9% 9 9% 

025 25 1570 28% 

048 193180 44% 

14 110 3% 

092 45 175 7 

21 6069 U9% 


1-% 

-% 

■% 


% 

-% 

•% 

-A 

+% 

-% 

-% 

+% 

-*4 

+% 


Arctoo 
Argonaut 
Armor Al 
Ametaln 
ASK Grp 
AspaeCt* 

OKm^ttun 

AST Radi 

AffidBOn 

Ad SEAlr 

Amato* 

AidoMo 

Avondale 

AaarCp 


29 29 
44 44% 
3% 3% 
6 % 6 % 
9 9% 


BEI B 


- B - 

9 2 7% 


7% 7% ■% 


08% 69% Xerox 
55% 51%Xenn4.i25 
50% 3i%x»raCorp 
28% «: 

1 % 

10% 5% ZenUbBac 
29% T9%2endnNar 
5 6% ZenixM 

S 12% Zero Carp 
30% Zorn mo 
13% 1; 

10 % ! 


- X - Y - Z - 

340 4.1 27 1736 72% 71% 

4.12 74 5 54 54 

048 1.1 18 997 45% 

1.16 4.2 16 221108% 2*. 
163797 u1% 1% 
1 337 6% ' 

1.00 38 18 9 27% 

082109 161 7% 

040 34 17 32 13% 

088 18 76 36 31% 


ra 3 


£& Si 4 4S 


aurngRnJjr 1.12 8 + 
Twttg Ton t 096 OO 


130 01 3% 
2731110% 


44% 

2J}2 

4 A 

31 31% 
13% 13% 
10% 10% 


+!• 

*% 


ttoca 01 a mefAoi bt Mm 




Block Dry 

IDO 

9 

501 

32%d31% 

32 


BMCSoteu 


21 

4968 

57% 

55% 

56% 


Boatmens 

043 

1320011133% 

32% 

33% 


Boll Bob 

027 

17 

472 

19% 

18% 

19 

a xtaug 

BotoaQi A 


0 35U 

% 

ft 

% 

las 1»« 

Boofc&B 


13 

2 

24% 

24% 

24% 

nxkny. 

Boriand 


9 

7877 

18% 

IB 

18% 

tend or 

Bonn 8k 

088 

B 

58 

36 

35% 

38 

■Mou. 

Boston Tc 


39 2800 

a% 

7% 

7% 

Mar paw 

BredyWA 

060 

15 

114 

38% 

35% 

35% 

» 15% 

Brand Com 

150 

26 

19% 

10% 

19% 

H.HW- 

Branco 

020 

26 

75 

12% 

i1 7 a 

12 

! dhuma 

BronoS 

022 

17 

972 

10% 

10% 

10% 

“JJ5 

BSBBncp 

IDO 

B 

91 

39% 

38 

38 

V rada 

BTSHpng 

048 

0 

21! 

3% 

3ft 

3ft 


AMEX COMPOSITE PRICES 


4 pm dose Octobers 


} \ 


W 


Acton Qd 
*7 Adv Magn 
AirEvpr 
Adbibrc 1 10 
Mphatad 14 81 
Am hr Pa 042 11 4 

AmllaMA 044 5) 11 
ARdtHdCP 005 15410 
An Bod 1 185 

Aonri-AmA 61 49 

ASH MS 080 0 460 
MnKCb 30 « 
AM 7 2458 

AUanCMB 0 3 

AodtaaA 16 321 


n a* 

dm E 100* Mp IXvCtaMtanB 

0 400 9% 8% 8% -% 

60 21 r 

020 12 192 21 

1 




B8H Ocean 045 1 
Badgartfir 068 43 
BatOMOT A 004 21 
BnyRG 9 

BAT tad .029 13 
Beard 01 
Bergen Br 
BUattm 
Bio-Rad A 
BkMUA 
Batarftr 
Bnwtatoy 


^tBavna 

;#3nsc*nA 

CUEngy 

• Miwp. 

Cantata 
Can UK 
CtmtasA 
QtamDOB 



10 
7 
11 
TO 
89 

0 6 , 

040 18 619 If 

140 01 9 32; 

15 111 13, 

045 24 106 1 r 
42 206 
54 116 12 
19 30 1 . 

030 11 82 29% 

TJH 10 268 9% 

171344 

Q 35 .. — 

aao 13 3 20 a 20 

028 14 noo 11% 11% l1 ?s 

041 5 587 

0 » 


"1 ,7 & ,7 S 


Stuflt 
Cnamptan 
CUes 

CnWFdA 

Canton 030 
CompuBBc 
Coned FW 


n su 

Dt*. E too* Hgh LswCkmCboa 
23 86 18% IB 16% -% 
181255 6% 6 1 ? 8 1 
OOl <72 5 4H 

8 12 10%tnu% 10' 

17 18 1% 1% 1[ 

0 12 6% B.% 6‘ 


CroaaATA OM3B7 180 13% 13% T 

Crtnwi C A 0.40 8 0 16% 15% 15% 

CrawnCB 040 12 118 14% 14% 14% 

CitaC 053146 13 20% 20% 

Curinmob 12 

Dltads 
Hmark 
Duconmun 


DupM 
DWG Carp 

EastnCo 
Earioroup 
Bdio Bay 
BtaBiA 
EdStoflB 

Sen 


048 28 



18 684 


046 18 10 11% 11% 11% 
142 17 10 23% 23% 23% 
007 41 5975 11% 11 11% 

026 14 18 18% 16% 16% 


7 20 10 

232121 3A 
141181(00% 


22 


Si 


050 13 
120 12 


Faninds 
FmmcA 
FeOyfinc 020 11 
RidtaU 082 IE 
Fora* La 25 
Frequency 4 


FrolLiwn 

Gann 

QntFW 

Ctatttr 

g pamrirl 

awna» 


31 35% 35% M% -% 

5 70% 70% 70% -% 

2 11 % 11 % 11 % -% 

24 25% 25 25% +% 

236 38% 38% 38$ +% 

340 U7% 5V 7+1% 
012 31% 30% 31% +% 

aao 9 48 32% 31% 32% -% 
070 15 651 23% 23 23% ♦% 
070 10 148 15%d15% 15% -% 
12 14 » % S -»V 

22 83 5 4% 4$ -% 


11 


Stack 

GtfCtta 

Hasbro 

Heaoncn 

Hetadwn 

Halco Cp 

HOhaven 

HamWdt 

HmadanA 


p; sia 

Oh. E 100s Mg* Low Ckna Ctrog 

034 2 338 4*>. 4 

024 19 499 39% 39> 

7 11 4 

1 6 2%: 

015 29 nOO 10% II 
12 3884 4 

82 360 43 
31 83 14% 



MTeicbg 


Jan Bel 
Kama 
WnaikCp 
Mrtiy Exp 

Ltanrga 

Lanrata 

UuPharm 

Uanal Cp 

LumxM 

LynarCp 



68 959 10% 10% 10 
9 29 10% 10% II 

16 10 4% 4% 4 . 

29 335 21% 21% 21% 

i% i% +A 
99 l5 Ilf -ft 

240 % % % 

31 11% 11% 11% +% 
27 23% 23% 23% 


141870 
22 37 
<2 
0 
10 
13 


24 12 23% 

5 29 30% _ _ ... 

044 34 142 27% 27% 274 

020 3 5 4% 4l ' 

58 S 74 

2 2 


Manara 
MedtaA 
Man Co 
MooflA 
MSREqd 

Nat Pint 51863 u4 
Mow Una- 34 438 21 
NYTkinsA 0584271277 _ . . 

KtfiCanO* 020 23 38 12 11% 11 





PI Sta 

Stack Dh. E tOOs Ugh LmCtaaaChag 
MumacOU 82 15 

WRyaa 11284 

Odettes A 180 113 9% 9% 8% 

Ohfen 024 301040 28% 28 26% -% 

Pagaaua G 010 56 1470 20% 20% 20% •% 

Parini 080 2 83 11% <0% 10% -% 

188 35 15 20% 18% 20% +% 

023 14 1843 053 51% 52% +1% 

050 14 22 26% 28% 26% +% 

012 22 353 15 14% 15 +% 

080 16 211 13% 13 13 

010 1 1986 1% 1% 1ft 

54 ZlOO HJ% 26% 28% 

3 10 5% 5% 5% 

38 10 3% 3% 3% 


PHHBP 
ft* ID 
PRtwayA 

PmridoA 

ru-wj, cii 
H30NlOf<K] 

RBSMCp 

ncdetEm 

SJWCorp 

SdnUniun 

SattB 

TIM 

Tab Pnxte 

Tta&Data 

Tberroedea 

Thsnmta 

Tom pm 

TtmnCnrry 

Tin* Max 


2JM 12 3 37 *, 

38 427 
00* 22 178 
28 241 
020 36 17 
034 72 «7 
96 <93 24' 
33 300 
040 23 173 
1 48 

5 48 


UUFbodaA 4 40 

UtaftocbS 020 43 125 

UtaPmfc 21 15 _ 

USCeU 145 94u35% 

Htasdwrta 44 696 12% 


37S 37% 37% 
u25% 23% 24% 
14% 13% 13% 


3% 3ft 
7% a 
53% 53% 
24 24 
29% 29% 
9% B»2 
3 3 

4% 4% 4% 

1% 1H 1% 
1 % 1 % 1 % 
7% 7% 7% 


*’4 

i 

+ -S 



Xytronh 


BrinHWI 

Baker J 

BtawnLB 

SaltadM 

Banctec 

BMSaitn 


Boy Maw 
Baytmks 

BEST Fin 
BE Aero 
BeauflCns 
BanOleny 


BHAGrp 

Bloc 

BlgB 

BtadayW 

Bbgan 

Btomer 


28 -1% 

1 % 


+% 


008 

23 780 29% 27% 

220 1 % 1 % 

006 12 1503 19% 18% 18% 

080 ID 5 41% 41% 41% 

004 23 985 16 15% 15% 

15 140 21 20% 20% 

032 11 2427 15% 15 15% 

BanketaCp OS8 ID 48u35% 34% 35% 
Banknorth 040 1 5 5 19% 19% 19% -% 

BvkUtacs 020 26 2S2iO>% 31% 31% +% 
Bame Geo X 048 19 521 35% 34% 34% -78 
Basset F DlSO 18 84 35% 34% 35% 

080 20 79 23% 23% 23% 

IDO 11 58 48 47% 47% 

IDO 11 198 33% 33% 33% 

29 179 12% 12 12% 

028 29 15 It 10 10 

17 448 1S%d17% 18% 
Baddeywn 040 16 770 41 40 40% 

BHAGrp 012 18 4 13% 13% 13% 

36ZID0 19% 18% 18% 

37 356 8% 8% 8% 

024 17 136 12 11% 11% 

ODE 12 740 11% 11% 11% 

243856 38% 37% 37% 

. 182495 9% 9 9% 


-% 

+% 


*% 

-% 

3 


Buffata 

BuUersT 

Bump 8S 

But Brum 

BusnessR 

BudarMg 

8ytn 


40 1810 24 23 23% 

51 57ul3% 12% 12% 
41072 4% 3% 4% 
38 198 7% B% 6% 
154 180 27% 28% 27% 
25 230 30% 2B% 30% 
7 243 USH 8ft 6% 


CTec 
Camtktad 
CadSetapcxiD* 16 
CadmusConODD i2 


Caere Cp 
Calgena 
CriMkxo 
cambr8tt 
CendriaL 
Canon Inc 
Caranh 
CanSnsix 
CarimnCm 05622 
080 16 


- c - 

252 118(128% 27% Z7% 
612 442 6% 5% 6% 
65 28% 28% 28% 
21 10 9% 9% 


6% 

18 

27 

3% 


■% 


ft a 

SM Oh. E IDOi Usk law Uct Q*g 
Dztascooe 15 198 14% 14% 14% + 1 
OaqdMp 080 12 (02 25 24% 24% 

Deb Slope 020 19 S3 8% S% 8% 
Dekalb En 032110 5 16% 16% 16% 

DftSJflGe 080 31 60 26% 25% 28% 
DtaeMap* 044 11 100 22% 22% 22% 

Del Comp 55 5835 16% 15% 15% 
DebaOStm 016 20 638 16% 15 16% 

Dep&V IDO 9 307 32 31% 32 

ODD 9 5 7% 7% 7% 

13 18 15% 14% 15 

072 9 420 25% 25% 28 

21 698 22% 21% 21% -% 
2B1947u1B% 17% 18% +1% 
9 307 1% 01 1% +% 
200 247 4% 4 4 -% 

15 5B 31% 31 31 -% 

020 13 22 1D% 010 10% 

G 735 6 5% 5% -% 

020 273903 27% 25% 26% +% 

DomBkaft* 0*4 35 961 u27% 28% V 

OwchHtn 060 28 40 15% 15% 15% 

OnnEngy 18 14 21% 21 21% 

DrasSum 172037 1532 14% <4% 

Drey HI 02* 24*332 28% 28 28% 

Drag Eapo 0X6 06 354 5% 5% 5% 

DSBancor 1JH 10 8 20% 20 20 

79 23% 22% 23 

8033% 32% 32% 

45 % % % 

15 23%<C2% 22% 


Dmoo 
OH Tech 
DtxdB 
Dpi km 
Dig Hero 
Dig Sand 
KaSyet 
Oonex Cp 
KrieVm 
ONARem 
OottarOi 


□uriron 

DwFB 

P ynaaya 

Oymecii 


060 26 
030 24 
0 
11 


+% 

■% 

+% 

% 

3 

+% 

-% 


-% 
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CamaCter 070 40 73 16 14% 14% -J 4 

Coapriabs 25 1810 14% 13% 13% -% 

Guastaro 33 89 11% 11 11 -% 
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Haanncar 191839 19% 19% 19% h 

(UK 131136 7% 7% 7% -% 

11 673 8% 5% 6 +% 

10 214 7 8% 6% -% 

016 12 9B2 8% 8% 8% +% 
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The Ft Inter view 

Sober 
after the 
feast 

Felipe Gonzalez, the Spanish 
prime minister, speaks to 
Peter Bruce, David Marsh and 
Tom Bums 


T he march to Euro- 
pean union has 
always been more 
than a question of 
mere politics and 
economics for Mr Felipe Gonz- 
alez, the Spanish prime minis- 
ter. In the past, it has been a 
bobby, a spectacle, a Feast - as 
pleasurable as the cured Span- 
ish hams he still regularly 
sends his friend. Chan- 
cellor Helmut Kohl of 
Germany. 

Now, however, as the Madrid 
autumn descends around his 
red-brick Moncloa Palace resi- 
dence, Mr Gonzftlez shows a 
touch of wistfulness about the 
EC and Spain's place in it 
hi his first newspaper inter- 
view since his fourth consecu- 
tive election victory on June 6, 
Mr Conzdlez puts on a convinc- 
ing display of realism - a prod- 
uct of constraints on his free- 
dom of manoeuvre, stemming 
from setbacks both at home 
and in the rest of Europe. 

As Mr Gonzalez speaks, in a 
salon strewn with white sofas, 
his deputy prime minister, Mr 
Narcis Serra, is negotiating 
with executives from Ger- 
many's Volkswagen in another 
part of the Moncloa Palace. 
They are discussing the possi- 
ble closure of the Barcelona 
factory owned by VW’s Seat 
subsidiary, the likely conse- 
quence both of heavy losses at 
Seat and VW’s general troubles 
in Germany. 

Mr Gonzalez faces a struggle 
on several fronts. As he 
attempts to persuade his 
Socialist party of the benefits 
of a more rigorous economic 
policy, he is seeking agreement 
from recalcitrant trade unions 
for deregulation of wage bar- 
gaining to increase Spain's 
industrial competitiveness. 

Asked whether large threat- 
ened Job cuts in Barcelona 
could help his efforts to end 
some of the notorious rigidities 
in the Spanish economy. Mr 
Gonz&lez confirms the sighting 
of a modest silver lining. “It's 
difficult to be a masochist But 
sometimes a crisis can act as a 
purge. It can make people sit 
up and take notice.” 

Certainly. Spaniards are now 
taking notice that times are 
tougher. Infected by the Euro- 
pean recession, Spain this year 
will register its first year of 
economic contraction since 
1981- Its hopes that the peseta 
could become part of the “hard 
core” of European currencies 
closely linked to the D-Mark 


were shattered by three deval- 
uations between September 
1992 and May 1993. 

After the virtual collapse of 
the European exchange rate 
mechanism in August, Mr 
Gonzalez admits there is a “tre- 
mendous question mark" over 
whether the EC can achieve its 
aim of economic and monetary 
union by 1997 or 1999. 

Referring to the targets set 
down in the Maastricht treaty 
far bringing EC budget deficits 
and government debt under 
greater control, Mr Gonz- 
alez admits; “We have div- 
erged from the convergence 
criteria." 

Spain's public sector budget 
deficit will be over 6 per cent 
of gross domestic product this 
year, double the 3 per cent tar- 
get set by the Maastricht 
treaty. Even though the gov- 
ernment has tacitly abandoned 
its original plan to reduce the 
deficit to 1 per cent oE GDP by 
1996, he says the EC has no 
alternative but to press on 
with the Maastricht conver- 
gence plans. 

His hopes for improved Euro- 
pean economic co-operation 
are somewhat slender. He is 
p inning them on the new Euro- 
pean Monetary Institute to be 
set up next year, probably in 
Germany, as the forerunner to 
the planned EC central bank. 

On the home front, hi* 
Socialists in June lost their 
previous absolute majority in 
the Cortes (parliament). This 
requires Mr Corczdlez to make 
deals with two small regional 
parties, the Basque PNV and 
the bigger Catalan CiU. to 
push through parliament an 
austere budget presented at 
the end of last month. The bud- 
get proposes a civil service 
wage freeze next year as well 
as less generous pay-outs of 
social benefits and pensions. 

He says he would have pre- 
ferred a formal coalition with 
the Basque and Catalan par- 
ties, but will make the best of 
ruling with a minority govern- 
ment 

-This is something com- 
pletely new in our country," 
says Mr Gonzdlez. “People are 
not accustomed to the central 
government doing deals with 
parliamentary minorities. It 
makes for an extraordinary 
commotion. 

“My idea, and it seemed to 
me the best way to guarantee 
stability, was a coalition [but] 
with this excluded we have to 
make pacts to govern ... If we 



‘We must remove all obstacles to job creation’ 


have to go on negotiating, then 
we'll just do it" 

The need to improve compet- 
itiveness seems to have infused 
the ever-didactic Mr Gonzalez 
with additional zeal for lectur- 
ing his Socialist party on the 
facts of economic life. 

He has started making a 
number of keynote speeches to 
take forward his campaign. 
The first - to a congress of 
young socialists - came last 
night He is also scheduled to 
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address a large meeting of sup- 
porters in his Andalucian 
homeland. 

These will be the opening 
shots of a campaign to reshape 
the Socialist party's policies. 
Noisy arguments among left- 
wing and liberal factions, 
strongly influenced by Byzan- 
tine power struggles in the 
provinces, will reach a head 
when the party holds a con- 
gress next March, its first in 
more than three years. 

“I am provoking a debate 
because what 1 want to do is to 
have the problems defined. I 
myself will defining my own 
position and making it clear.” 

Mr Gonzdlez says parties of 
“democratic socialism", now in 
a small minority among EC 


governments, have to face up 
to their new tasks unflinch- 
ingly. but without undue 
defensiveness. 

"We defended liberty against 
the communists and we 
stressed social welfare against 
the conservatives," he says. 

Now, however, after the col- 
lapse of communism in Europe 
and the end of the EC's late- 
1930s economic buoyancy, the 
position has changed. “We 
can’t keep saying: ‘We want 
what we had in the 1960s’. This 
is a whole new debate,” Mr 
Gonzalez says. 

A central focus is the role of 
the state as a provider of wel- 
fare. “What we have to do is to 
relate the capacity of the wel- 
fare state to increases in the 
country's productivity." Sound- 
ing almost like Mr Peter Lflley, 
the UK social security secre- 
tary, Mr Gonzalez says: “We 
have to define [as priorities! 
certain types of welfare bene- 
fits and I am worried above all 
about certain elements of fraud 
and abuse in the welfare 
state." 

Spain's 21 per cent unem- 
ployment rate, the highest in 
the EC, is directly linked to the 
inflexibility of the Spanish 
labour market, he says. Wage 
inflation, at more than 7 per 
cent, has remained around 2 
percentage points above the 
inflation rate in spite of the 
recession. 

The prime minister is ada- 
mant that the trade unions 
must undergo a “cultural 
change. They have to stop see- 
ing everything in terms of 
wages and profits and think 
instead about how a company 
can compete in an open mar- 
ket." 

Setting out an agenda for 
plant-by-p\ant wage bargain- 
ing, and less onerous hire-and- 
fire regulations, he says: “We 
have to remove and eliminate 
all the obstacles to the creation 


Nato’s growing pains 


T he crushing of the 
Moscow parliament 
raises troubling ques- 
tions about the future 
of Russia and the policies of 
the west towards Moscow. In 
the west the short-righted have 
brayed crude applause for the 
victory of the good over the 
bad. Reality' is less reassuring. 
It seems likely that from now 
on, events in Russia will pres- 
ent the west with increasingly 
difficult policy dilemmas. 

The end of the parliamenta- 
ry-presidential stalemate in 
Moscow may open the door to 
the economic reforms needed 
to stabilise Russian society; the 
new parliament due to be 
elected in December may help 
the building of a precarious 
democracy. 

But events may prove less 
utopian. If Russia becomes 
“democratic", it may not 
remain stable: if “stable”, it 
may not remain democratic. 
The new parliament could be 
as incoherent as the old, and 
just as obstructive to govern- 
ment policy. Worse, the bloody 
and Incompetent use of mili- 
tary force th putting down the 
parliament, may turn out to be 
an ominous precedent far the 
role of the military in the tur- 
bulent years ahead. 

As a result, western leaders 
face new and serious dilem- 
mas. They have supported 
President Boris Yeltsin, partly 
because he faced down the 
abortive communist coup 
against President Mikhail Gor- 
bachev in August 1991. partly 
because he has the legitimacy 
of popular election. Since the 
parliamentary shoot-out. west- 
ern support has become almost 
unconditional. 

Yet this crisis may mark a 
watershed In east-west rela- 
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tions. The west still has every 
reason to hope for friendship 
with Russia; it still wants and 
supports democratic and eco- 
nomic reforms. But the 
Moscow crisis and its bloody 
conclusion, through some 
uncertain Faustian pact 
between army units and the 
state, contain the risk that 
Russia may become more unst- 
able internally, more danger- 
ous externally. 

In other words, western secu- 
rity anxieties, which only four 
years ago seemed to have evap- 
orated in the heady euphoria 
following the collapse of the 
Berlin Wall, are now likely to 
move up the agenda again. 

These anxieties are already 
welling up in a new debate on 
the future oF Nata, which will 
come to a head at next Janu- 
ary's Nato summit And top- 
ping that agenda will be the 
most contentious question; 
should Nato extend its reach, 
or even its membership, to 
Include countries in eastern 
Europe? 

Poland, Hungary and the 
Czech Republic have all 
pressed their hope of Joining 
Nato; and the idea of enlarging 
Nato membership has been 
encouraged in Germany by Mr 


Volker Ruhe. German defence 
minister, and by Mr Manfred 
Wbrner, Nato secretary- 
general. Even Chancellor Hel- 
mut Kohl has endorsed the 
idea that Nato should give 
security guarantees to eastern 
Europe, perhaps short of full 
membership. 

The question of Nato 
enlargement will be settled 
essentially in Washington, but 
it will also be crucially influ- 
enced by events in Russia. In 
August, in a public statement 
in Warsaw. Mr Yeltsin gave 
the green light to Nato mem- 
bership for Poland and other 
east European countries. Since 
then, however, he has reversed 
tack and privately warned 
western Leaders against any 
such enlargement: instead he 
has proposed that Russia and 
Nato should jointly guarantee 
the security of eastern Europe. 

This proposal has no chance 
of acceptance- The countries of 
eastern Europe have only just 
thrown off the “security" 
imposed by the former Soviet 
Union, and they will not accept 
its return by the back door. 
But it is disturbing confirma- 
tion of other claims advanced 
by Russia to a right to inter- 
vene in the “near abroad" - 
that is. its neighbours in the 
former Soviet empire. 

Senator Richard Lugar. lead- 
ing foreign policy spokesman 
for the US Republicans, thinks 
enlargement is the best way to 
give Nato a new lease of life. 
But most US policymakers will 
be even less enthusiastic about 
enlarging Nato than the Rus- 
sians. Their first hope is peace 
with their new Russian friends: 
an extension of Nato to the 
Russian frontier would look 
provocative, even hostile. 

More important, the US will 


be reluctant to extend the real 
prize of Nato membership - 
the ultimate security umbrella 
of an American nuclear guar- 
antee. While Russia's stability 
bangs in the balance, it is 
implausible that Washington 
should extend such a guaran- 
tee to new Nato members in 
the east at the same time as it 
is slashing its troop forces In 
the west, now down to 100.000 
men and falling. 

The problem will not go 
away, however, because 
enlargement of the European 
Community will automatically 
raise the question of Nato 
membership. The 12 are now 
negotiating membership with 
four countries belonging to the 
European Free Trade Associa- 
tion, and they are close to con- 
ceding eventual membership 
for eastern Europe. The Maas- 
tricht treaty commits the Com- 
munity to the development of a 
common security policy. But if 
Nato cannot be expanded, the 
security policy of on enlarged 
EC would have to be conducted 
mainly outside Nato. 

This is the epitome of the 
EC's political dilemma. It can 
develop as an independent 
partner in the trans-Atlantic 
community in which its secu- 
rity policy can be the Euro- 
pean pillar in intimate alliance 
with the US. Or it can develop 
in the direction of a pan-Euro- 
pean structure, in which case 
its enlargement towards the 
east would progressively 
weaken the link with the trans- 
atlantic Alliance. 

in some ways, western 
Europe will have to embrace 
the east. But it is obviously not 
yet ready to take on. by Itself, 
the risks and possible threats 
posed by the disintegrating 
Russian empire. 


of employment" Commenting 
on labour reform talks that 
started last week with unions 
and employers on a three-year 
“social pact”, Mr Gonzalez says 
he will force through the mea- 
sures whether he gets agree- 
ment or not 

“I hope there will be agree- 
ment,” he says. But he points 
to the unions' difficulty in 
reaching a compromise. “The 
big problem Is that the govern- 
ment has nothing to give [the 
unions] in exchange” 

Frequently during the past 
few years, Mr Conzdlez has 
espoused tough-talking free 
market rhetoric without produ- 
cing results. Now, in his latest 
and mast serious campaign to 
tackle Spain's problems, Mr 
Gonzalez is throwing into the 
breach his authority as 
Europe's best-respected Social- 
ist prime minister. The envi- 
ronment, both in Spain and in 
the rest of Europe, has become 
a lot harsher; if he fails this 
time, that authority will start 
to crumble. 


Monday October 11 1993 

The social role 
of savings 


W hy do many 
Americans sup- 
port President. 
Bill Clinton's 
drive to overhaul the US 
healthcare system but oppose 
his other main legislative pri- 
ority - the North American 
Free Trade Agreement? The 
answer is that a guarantee of 
universal access fco healthcare 
seems to promise greater eco- 
nomic security for many fami- 
lies whereas Nafta is widely (if 
wrongly) perceived as a threat 
to jobs and living standards. 

What the federal government 
should or should not do to pro- 
mote economic security in the 
face of intensified global com- 
petition is being hotly debated 
in Washington. Mr Bill Brad- 
ley, the Democratic senator 
from New Jersey, Is urging Mr 
Clinton to do more than 
merely Improve access to 
healthcare. To restore the shat- 
tered con fi dence of middle- in- 
come families, the US needs to 
create a broad “economic secu- 
rity platform''. In addition to 
universal health cover this 
would include lifelong access 
to education and training - to 
enable displaced workers to 
relaunch themselves in new 
careers - and tough regulation 
of private pension schemes to 
end discrimination against 
workers forced by competitive 
pressures to switch jobs fre- 
quently. 

Mr Bradley's remarks are 
timely. The federal govern- 
ment could certainly do mare 
to promote adult educational 
opportunities and make pen- 
sions fully portable. But eco- 
nomic insecurity presents a 
much broader challenge Cor 
governments everywhere: to 
foster an improved public 
understanding of an individur 
al's responsibilities in a com- 
petitive market economy. 

With the demise of commu- 
nism. nearly everybody agrees 
market capitalism offers a bet- 
ter hope of unproved living 
standards than alternative eco- 
nomic systems. But market 
forces can work their magic 
only if people are wining to 
adapt. No group of workers can 
be guaranteed indefinite 
employment at any particular 
level of wages. A market econ- 
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omy can deliver steadily 
higher average living stan- 
dards only if everybody accepts 
an implicit bargain: changing 
economic conditions may 
require them, at some point, to 
make a temporary sacrifice, ft 
is failure to accept the risks 
associated with capitalism that 
creates the rigidities that pre- 
vent rapid growth. 

But why are many .people 
terrified by the pace of change 
imposed by global market 
forces? The short answer is 
they cannot afford to be flexi- 
ble because they lack a finan- 
cial cushion to carry them 
through bad times. People 
without savings are unlikely to 
support free markets. 

Since antiquity, economists 
have preached the virtues of 
thrift. But today arguments fin: 
higher saving are usually 
couched in one-dimensional 
macroeconomic terms. 
Savings, we are told, will pro- 
mote investment and hence 
lead to faster growth. In the 
long run. this logic is irrefut- 
able: if people do not postpone 
consumption, ra pHal cannot be 
accumulated. If capital is not 
accumulated, an economy can- 
not expand. 

But the crucial role of per- 
sonal savings in helping indi- 
viduals cope with the vicissi- 
tudes of a market economy is 
too often overlooked. The argu- 
ment has particular force in 
the US (and other Anglo-Saxon 
economies) where rates of per- 
sonal savings tend to be abys- 
mally low. The best way to 
reduce people’s feelings of inse- 
curity and to increase their 
commitment to capitalism is to 
persuade them to save a higher 
fraction of their income. This 


will lubricate economic change 
more effectively than an exten- 
sion of publicly-funded social 
benefits, which tend to und«' 
mine Individuals' incentive tc 
accept responsibility for theli 
economic futures. 

The commitment to thrill it 
the East Asian “miracle" econ 
omies shows that much, highs* 
levels of personal savings are 
possible even for fa milies on 
low to medium incomes. The 
first step western governments 
should fakp is to remove fiscal 
disincentives to saving. The 
US, which raises only a tiny 
proportion of national revenue 
through consumption taxes. Is ■ 
<me of the worst offenders in ~ 
this respect The US tax code 
directly penalises saving by 
taying nominal, rather than 
real, interest income and capi- ' 
tal gains. And it provides huge 
subsidies far personal borrow- 
ing: mortgage interest of up to 
Sim a year Is deductible. 

A more controversial ques- 
tion is whether governments 
. flhmiM man date higher rates o ’ 
personal savings rather than 
merely level the fiscal playing 
field. This Is the path now 
being taken by several develop- 
ing countries. At first glance, 
government>imposed savings 
requirements' may seem an 
unacceptable infringement of 
personal liberty. But it rather 
depends on their purpose. 

Suppose mandated savings 
were introduced as an alterna- 
tive to tax-financed welfare. 
Governments, after all. could 
abolish most public sector pen- 
nons and require everybody to 
save a steeable fraction of 
income through portable fj- 
vate pension schemes. Whi.cn 
would he the greater restraint 
of liberty: mandated saving 
obliging people to accumulate 
wealth and so take responsibil- 
ity for- most of their future 
needs; or taxes forcing people 
to finance benefits for others? 

A social policy that relies on, 
or demands, increased personal 
saving is bound to be widely 
unpopular. It is always more 
pleasant if somebody else pays. 
Yet it is necessary both, to foel 
economic growth and to cope 
with toe economic insecurity 
that is the counterpart of mar- 
ket dynamism. 


Of broking and jabbing the Milam's fond , 

Sec haze suvetly he puts your ward onto band. 
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ACROSS 

1 Best man dined out. preoccu- 
pied presumably (SO 

10 The useless plant attached to 
the blade grows by the shore 
( 7 ) 

11 Stoke coal with ire? That'll 
provide some heat (7) 

12 Rebuild one by the wood (5) 

13 The thought is in the French 
to exalt to perfection (8) 

15 Able to cross the pond? (State 
of ground after lot of water) 

(5-5) 

IS Worn out cane (4) 

18 Extravagant publicity in 
pushy periodical (4) 

20 Going down one side? UGl 

22 Flyer upset with ice cracking 
violently (8) 

24 Important date after work for 
musical performance (5) 

26 Artist In London district 
noted for colourful display (71 

27 Round panel I reconstructed 
it's difficult to see through (7) 

28 Does away with the former 
finishes (12) 


DOWN 

2 Pub’s behaviour rules 
scanned before payment? (3,4) 

3 English light unit for all? (8) 

4 Neat small container (4) 

5 Occasional event on a lake 
( 10 ) 

6 Neat ledger turned up to 
include old letter (5) 

7 Pests perpetrate violent crime 
I?) 

8 Arrive at the boundary, say. 
and take a leading part 
(42A4) 

9 Mention artist's unwelcome 
bonk statement (5 AS) 

14 Plant In difficult position 
round the stream (10) 

17 Unbroken view of gold In 
Central American republic (B) 
19 Empire's broken up (state- 
ment assumed to be tree) CD 
21 Crack about minister’s dia- 
monds (7) 

23 Old navigator - a sailor in a 
sort of hammock (5) 

25 Look over a hundred and one 
places (4) ... 


The solution to last Saturday's prize puzzle will be published 
with names of winners on Saturday October 23. 
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NEWS: INTERNATIONAL 


Partition plan unleashes 


wave of Bosnia expulsions 


By Laura SHber in Bi]e6na 




Is 
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FEARS that a plan for the 
ethnic partition of Bosnia-Her- 
cegovina would unleash, a new 
wave of forced expulsions have 
been, confirmed. 

Serb authorities are evicting 
Moslems who over 18 months 
of war have remained In their 

hometowns, designated part of 

the proposed Bosnian Serb 
mini-state. 

Bosnian Croat forces, too, 
have stepped up their drive to 
expel the last Moslems from 
territory under their control. 

In Biielina, north-eastern 
Bosnia, Moslems willing to 
describe the terror seizing the 
prosperous town, where they 
once comprised half the popu- 
lation, speak only on condition 
their real names are not used. 

Muhamed, a middle-aged 
teacher who was sacked by 
Serb officials, tells about a 
state commission which 
rounds up Moslems and forces 
n them to cross front lines to the 
? Bosnian government strong- 
hold of Tuzla. 

“First they check out the 
- houses. They choose the big 
ones. In broad daylight, three 
men arrive in a black mataUm 
Nissan jeep. If you are lucky, 
they give you three hours to 
pack,” said Emira, his wife. 

In a store front on a quiet 
street lined with well-groomed 
gardens, a group of tattooed 
thugs boast that they are the 
commission's security team 
One man, carries a 
. Luger pistol. Which, fflimfrlring 
the sound of a gun shooting, 
he says he will use against 
anyone who interrupts his 
“work". 

He says his commander is 
¥ Mr Zejjko Saznatovic, known 
as Asksm, whose paramilitary 
unit in concert with the Yugo- 
slav army in spring 1992 killed 
or expelled tens of thmuamrfs 
of Moslems from eastern Bos- 
nia. 

Moslems once comprised half 
of Bijelina’s population of 



Icy handshake for Y eltsin 


Leyla Boulton and William Daw kins on president’s Tokyo visit 
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A horse and cart drives past a banner backing the Moslem leader of Bosnia’s Fihac enclave 


32,000. The town was the first 
to fall to Serbian control. 

The Commission selects 
“candidates’* for the deporta- 
tions. In what amounts to a 
trade-off, Serbian leaders allow 
looting of the Moslems as long 
as they are expelled. 

Fearing retaliation, local 
Serbs opposed to the newest 
wave of ethnic cleansing 
remain silent A Serbian eye- 
witness of the nightly round- 
ups says: “A group of Serb hoo- 
ligans gathers about 40 Mos- 
lems every second or third 
night . . . after that they are 
taken to agricultural high 
school. They steal everything 
from the Moslems, who have 
packed all their money and 
some gold.” 

Muhamed tells how he was 
evicted from his flat by Serb 
refugees but found shelter with 
relatives. 

His wife, Emir a. says local 
officials place Serb refugees 
from central Bosnia with Mos- 


Serbs halt UN 
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UN OFFICIALS said relief 
convoys headed for two 
besieged Bosnian Moslem 
towns were held up at the last 
^moment yesterday by Serb 
authorities in Banja Luka, con- 
trary to earlier UN reports, 
Reuter reports from Sarajevo. 

Mr Ray Wilkinson, a spokes- 
man for the UN High C ominis - 
sioner for Refugees (UNHCR), 
hari said earlier the convoy bad. 
left the north Bosnian town of 
Banja Luka, but he said Serb 
authorities halted the convoy 
despite giving verbal permis- 
sion previously. 

“We didn’t get final 
approval," Mr Wilkinson. said. 
“We got every signature except 
one.” 

He said the convoy would 
stay in the Bosnian Serb 
stronghold of Banja Luka for 
rfjthe night, and was hoping to 
try again today 

The two convoys were car- 
rying 250 tonnes of aid for the 
Moslem towns of Magla) and 


Tesanj, which have been cut 
off from food deliveries by road 
since June. 

The UN estimates nearly 
150,000 people are trapped in 
the Maglzd pocket in northern 
Bosnia, where Serb and Croat 
forces have encircled Moslem 
troops. ■ • 

The convoy left Zagreb for 
the Maglaj area after lengthy 
negotiations between UNHCR 
officials and Serb authorit 


ies. 


This would be the first UN 
aid convoy into the Maglaj 
pocket since June l. The last 
UN convoy into the area was 
shelled outside Maglaj and 
three relief workers were 
killed. 

The Maglaj region, where 
hundreds of people were 
reported to have been killed in 
repeated bombardments during 
the five-month joint Serb-Croat 
siege, was shelled again on Sat- 
urday, according to Sarajevo 
radio. 
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Europe to speed 
vetting of rights 


By Edward Mortimer to Vienna 
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EUROPE’S Strasbourg-based 
human rights machinery is to 
be radically reformed, under a 

-fflecision taken in Vienna at 
the weekend. The present two- 
tier system, under which com- 
plaints are exhaustively vetted 
by a commission before being 
heart by the European Court 
of Human Rights, will oe 
scrapped in favour of * smgte 
court, In an effort to reduce 
the time it takes to reach a 
final judgement 

The decision was taken by 
the Council of Europe, the 
body wMchsrt ito the machin- 
ery in the early 
mee ting at summit level for 
the first time in its 44 -year his- 
tory. Nearly all the 32 member 
states were represente d by 

their head of state or govern- 
ment - the main exceptions 
being Britain, whose pram 
minister, Mr JohnMajor, was 

..attending his party’s annual 
inference, and Greaftjn the 
throes of a general decora. 

The summit also decided to 
call fora new “framework con- 
vention” on the protection erf 
national minorities, ana. a 
protocol complementing tne 
European Convention °n 
Unman Rights in the cultural 
field by provisions guarantee- 
ing individual rigfats, ra par- 
tiertar for persons belonging 
to nat ional minorities ■ 

But whereas the protocol 


for signature by next May, the 
documents on minority rights 

- a highly sensitive issue for 
many European governments 

- will take ranch longer to 
agree. And the framework con- 
vention, unlike the human 
rights convention, will not be 
enforceable by a court. It will 
only specify “the principles 
which contracting states com- 
mit themselves to respect”. 

Mr Vaclav Havel, the Czech 

president voiced reservations 
shared by Britain and France 
when he warned the .summit 
not to “let in the demon of 
national collectivism with a 
seemingly innocent emphasis 

on the rights of 
on their right to self-detento- 
natton”. Such an emphasis, ne 
said, “inevitably Jeadsto ques- 
tioning of the integrity of the 
individual states and the mvi- 
olabOity of their present bor- 
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lem families in a process called 
cuckoo’s nesting. “When that 
happens I will leave, I could 
not bear it," she says. 

But most Moslems are not 
allowed to leave. Some pay up 
to DM500 ($300) to “travel agen- 
cies" to be dumped at the 


Serbian border with Hungary. 

“Moslem neighbours disap- 
pear. Even those that sign loy- 
alty oaths,” says Muhamed. 
“There is no way for us to sur- 
vive here ... We don’t know 
what we are waiting for," he 
adds. 
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USSIAN President 
Boris Yeltsin can 
expect an idly polite 
reception when he arrives in 
Tokyo this evening for a three- 
day official visit 
Mr Morihiro Hosokawa, the 
Japanese prime minister, will 
no doubt be relieved that Mr 
Yeltsin has at last made good 
his promise to make a visit, 
postponed twice already to the 
irritation and bewilderment of 
his hosts. 

But once the welcoming 
handshakes are out of the way. 


this first phase in Russia's 
internal conflicts, the ftature of 
the president and the outcome 
of forthcoming elections is still 
not clear ” He did not, how- 
ever, exclude “surprises” from 
Mr Yeltsin, who is unpredict- 
able in hiS riamsfoTumalring - 
Typicaliy. the president has 
not clarified his position, 
describing declarations by his 


based solely on this Issue”. 

“Such an approach is being 
avoided by the Japanese side,” 
he claimed. “The development 
of relations is only begining." 

Admittedly, Japanese offi- 
cials do not expect great prog- 
ress on the islands during a 
visit which Mr Hosokawa last 
week described as more of a 
chance “to take Russo-Japa* 


Mr Hosokawa promises to get 
down to the prickly business of 
pushing for progress in the dis- 
pute over the four Kurile 
islands seized by Soviet troops 
in the final days of the second 
world war. He will also express 
regret over the recent blood- 
shed in Moscow - which 
prompted opposition calls for 
the visit to be cancelled. 

Although vastly strength- 
ened after suppressing his con- 
servative enemies’ armed 
uprising in Moscow, Mr Yeltsin 
is unlikely to be ready, this 
time round, for concessions on 
the islands Japan wants 
returned to it. 

“It is difficult to expect a 
breakthrough in this direc- 
tion," says Dr Vyacheslav Ami- 
rov of Moscow's Centre for Jap- 
anese and Pacific Research. 
“Notwithstanding the end of 


Japanese will push for progress 
on the disputed islands 


prime minister in August that 
Russia would never return the 
isfanHg as “just one variant". 
In contrast, Mr Gennady Bur- 
bulls, an who is the *n n ™ 
liberal voice in the Yeltsin 
camp, told a recent seminar in 
Tokyo that he was sure the 
islands would be returned 
“sooner or later”. 

Regarding Moscow as an 
opportunistic aggressor in seiz- 
ing the islands. Japan has yet 
to sign a peace treaty with 
Russia formally ending war- 
time hostilities. 

Although the Japanese see 
their “northern territories" as 
the main item OQ the a genda a 
Russian Foreign Ministry offi- 
cial on Friday blamed the 
media for “suggesting that the 
importance of this visit is 


nese relations to a new level". 

In a desire to improve rela- 
tions, it hopes to conclude 15 
co-operation accords ranging 
from space technology to 
improving safety at Russian 
nuclear power plants and help- 
ing to dismantle Russian 
nuclear weapons. 

The most Tokyo hopes for on 
the territorial front is to name 
the four Islands - Iturup, 
K unashir , swvntnn and Hobbe- 
mai - in a joint communique 
at the end of the visit Japan 
would take this as Russian 
acknowledgement of its claims 
to all four and a step forward 
from a 1956 communique - 
since nullified by Moscow - in 
which the Soviet Union offered 
to return two of them. 

Even this is likely to be too 


much for Mr Yeltsin. Like 
Britain’s Falklands, these 
islands inspire a sense of 
national importance on both 
sides, out of scale with their 
economic value. 

If any Improvements are 
achieved, during the visit, it 
will be thanks to the change of 
guard in Tokyo. Mr Yeltsin can 
be thankful that he is meeting 
the courteous Mr Hosokawa 
and not a prime minis ter from 
the LDP, the governing party 
for 38 years until it lost power 
this summer. 

Despite his more conciliatory 
tone, Mr Hosokawa is under 
even more political pressure 
than his predecessors to get 
redress from Moscow for war- 
time wrongs. Many people, 
especially in the LDP, were 
shocked by his recent apolo- 
gies for Japan's wartime 
aggression and see Mr Yelt- 
sin’s visit as an opportunity to 
restore the balance. 

Japan has been careful not 
to spell out its offer in return 
for territorial concessions, 
beyond sticking to its policy 
that it will offer no large-scale 
economic aid until the issue is 
resolved. In practice, that 
stance has become increas- 
ingly hard to maintain- Japan 
is now Russia’s third largest 
aid donor, with pledges of $5bn 
(£3.3bn) - of which only 10 per 
cent has been disbursed so far. 
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is comforting to entrust one's assets to a Geneva private banker . 
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Groupement des B anquiers PRIVfiS Genevois 

A vision of liberty 


In Geneva: 
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NEWS: INTERNATIONAL 


South Korea calls secret dealers to account 


By John Burton in Seoul 

SOUTH KOREA is today 
bracing itself for the final 
deadline in a decree issued two 
months ago by President Kim 
Young-sam b annin g the tax 
dodge of using false names for 
financial transactions. The 
deadline on converting such 
accounts into the real name of 
their owners expires tomorrow, 
and any remaining could be 
confiscated. 

Some analysts expect the 
finan cial sector to be thrown 
into chaos by a massive last- 
minute withdrawal of funds 
from bank and stock accounts 
by large depositors - the 


so-called “big bands'* who dom- 
inate the money markets - in 
an effort to hide their money 
from the tax collector. 

This could trigger a banking 
crisis and cause temporary 
defaults at some financial insti- 
tutions, while sending the 
stock market into a dive. 

But officials discount such 
fears. “There is no way they 
can withdraw their money 
without disclosing their true 
identity,” said Mr Lee Kyung- 
shik, deputy prime minister for 
economic affairs. He was refer- 
ring to the requirement for all 
account holders to provide 
identification proving owner- 
ship of the assets when engag- 


ing in financial transactions. 

About 70 per cent of the 
Won300.000bn (£245bn) in 
financial accounts has been 
identified since the decree was 
issued, according to Mr Yong 
Soo-gil, a senior government 
adviser who planned the 
reform. The large unverified 
portion 1ms led to speculation 
that hidden financial assets 
may amount to between 
Won30,000bn and Won75.0Q0bn, 
or 10-25 per cent of all financial 
accounts. 

The government estimates 
that only Won3,200bn is being 
held under false-name 
accounts. But analysts argue 
that the problem is far larger 


because some account holders 
have borrowed the names or 
other people to hide their 
assets, which complicates the 
identification process. 

In an attempt to encourage 
hesitant account holders to 
report their assets, the govern- 
ment recently announced that 
owners of anonymous accounts 
could buy low-interest 10 -year 
government bonds to avoid tax 
investigations and gift and 
inheritance taxes. But there 
has been little response so far. 

The government described 
the bond offer as one way to 
soak up money from the under- 
ground economy, which is esti- 
mated to equal 20 per cent of 


gross national product, a nd u se 
it to revive economic growth. 

Mr Kim's administration has 
been criticised for pursuing the 
real-name system at the 
expense of the economy. The 
central bank last week pre- 
dicted that economic growth 
could slow to 4 per cent this 
year, the lowest rate since 
1980, as a result of the real- 
name system. 

The attack on the under- 
ground economy is disrupting 
growth because the hidden 
funds helped finance corporate 
investment and supported con- 
sumer spending. 

Small and medium 'busi- 
nesses, for example, have 


depended on funding from the 
unofficial kerb market, which 
is largely financed by money 
held under false names. The 
crackdown has caused that 
market to collapse and threat- 
ened the survival of small busi- 
nesses unable to acquire b ank 
loans because they lack collat- 
eraL 

The government has pro- 
vided Wcml.OOObn in emer- 
gency iraTK to the sector and 
claims it has averted a rise in 
ba n kr u p t cies. 

Mr Lee and other officials 
express confidence that the 
economy wiB recover next year 
as the nation adjusts to the 
new system. 


The stock market index feD 
by S per cent on the Introduc- 
tion of the real-name system, 
but has since recovered to its 
previous level Some analysts 
even predict that share prices 
could rise sharply as false- 
name holders switch their 
funds to the stock market. 

Meanwhile, the authorities 
are taking strict measures to 
prevent the flight of capital 
abroad, including searching 
departing passengers at air- 
ports for large amounts of cash 
or hank drafts. Officials are 
also examining property deals 
to prevent the secret funds 
fiprfing - a new home in land 
speculation. 


Talk of plots 
as PLO seizes 
its own guards 
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By Lamis Andoni in Amman 

THE ARREST by the Palestine 
Liberation Organisation of sev- 
eral bodyguards at its head- 
quarters in Tunis appears to 
reflect continued and deep divi- 
sions within the organikition 
over last month’s historic 
Israeli-Palestinian accord. 

PLO officials were quoted as 
saying that the crackdown fol- 
lowed two foiled attempts on 
the life of Mr Yassir Arafat, the 
PLO chairman. The plots were 
allegedly masterminded by 
Abu Nidal and Ahmed JibriL 
leaders of two small renegade 
factions which oppose the pact. 

However, other Palestinian 
officials in Tunis said the 
arrests were in fact a pre-emp- 
tive step by Mr Arafat to mar- 
ginalise critics of the accord 
within the mainstream Fatah 
movement of the PLO. He was 
expected to use the alleged 
plots to discredit opponents of 
the agreement at last night's 
PLO central council meeting, 
called to discuss and ratify the 
deal. 

Two main rejectionist 
groups, the Popular Front for 
the Liberation of Palestine 
<PFLP) and one wing of the 
Democratic Front for the Liber- 
ation of Palestine, have boycot- 


ted the meeting. Leaders of 10 
rejectionist groups based in 
Damascus, and the Hamas 
Islamic resistance movement, 
last week agreed to create a 
new leadership for the six-year- 
old intifada uprising in the 
occupied territories and step 
up attacks on Israeli targets. 

Further PLO-Israeli talks 
towards implementation of the 
outline deal begin on Wednes- 
day in Cairo and in Taba, the 
Egyptian Red Sea resort 

David Horovitz adds from 
Jerusalem: Two Israeli hikers, 
shot and bludgeoned to death 
in the occupied West Rank on 
Saturday, were buried yester- 
day as Israeli ministers vowed 
not to let their killers under- 
mine the peace accord. 

Two rival groups opposed to 
the autonomy deal - the PFLP 
and the Moslem fundamental- 
ist Islamic Jihad - each yester- 
day said they were responsible. 

Most of yesterday’s weekly 
cabinet meeting was devoted to 
discussion of the killing s and 
of an attempted raid on north- 
ern Israel by the PFLP early on 
Saturday. “The war contin- 
ues," said Mr Shimon Peres, 
foreign minister. “In the past it 
was a war against Israel and 
today it is a war against peace 
with Israel.” 



Palestinian chief negotiator Haidar Abdel-Shafi arrives in Tunis for the PLO council meeting 



BCCI trial opens in Abu Dhabi 


By Robin Alien in Abu Dhabi 

THE trial in 
Abu Dhabi of 
13 former offi- 
cers of the 
all pj Bank of Credit 
A I l>J and Commerce 
1 International 
has been 
adjourned until 13 November 
following a preliminary hear- 
ing on Saturday. All of the 
defendants in court - 11 of the 
13 charged - pleaded not guilty 
to the charges which include 



fraud, forgery, bribery and mis- 
management 

If found guilty, each could 
face up to three years in jail on 
any one of the charges. Mr 
Mohammed Saleh Naqvi, a for- 
mer chief executive, is charged 
on nine counts. Others, includ- 
ing Mr Agha Hassan Abedi, the 
bank's founder and president 
who is being tried in absentia, 
face up to a similar number. 

In his opening statement, Mr 
Adli Mahmoud, the Egyptian 
public prosecutor, said the 
attorney general’s office had 


had severe difficulty identify- 
ing the nature and extent of 
the alleged fraud because of 
the “family system" on which 
the bank operated, where those 
concerned were bound by 
friendship and personal ties 
originating in Pakistan. As 
bank officers, “they were all 
very- careful not to give infor- 
mation which could harm each 
other”, he claimed. 

Abu Dhabi's exposure to 
BCCI and related entities 
amounted to S9.4bn, of which 
some Slbn may be recoverable 


in the longer term. 

If, as is possible, the private 
department of Sheikh Zayed. 
the ruler of Abu Dhabi and 
president of the United Arab 
Emirates, institutes civil pro- 
ceedings against the accused to 
seek compensation for finan- 
cial losses, then the court pro- 
ceedings could run on indefi- 
nitely. 

It is more likely, however, 
that the criminal trial will pro- 
ceed on its own. in which case 
the trial could last up to six 
months. 


Pressure 
on Libya 
at UN over 
Lockerbie 

By Mark Nicholson in Cairo 

THE UNITED Nations Security 
Council will today begin for- 
mal discussions on a draft US, 
British and French resolution 
tightening sanctions against 
Libya which could go to a vote 
within days. British officials 
expressed confidence the reso- 
; lotion would be approved. 

This follows Libya’s refusal 
to turn over for trial in a US 
or Scottish court two men 
accused of planting the bomb 
which destroyed a PanAm 
flight over Lockerbie, Scot- 
land, hi 1988 - and their fail 
are to volunteer themselves 
far triaL 

A 15-strong teem of interna- 
tional defence lawyers said 
after a two-day meeting in 
Tripoli with the two men that 
they saw legal Impediments to 
their clients receiving a fair 
trial in Scotland. They 
expressed “grave concern” 
that any trial there would be 
prejudiced by the extensive 
publicity surrounding the 
case. 

The meeting was part of a 
complex series of moves which 
British and other western dip- 
lomats claim is simply an elab- 
orate attempt to buy time and 
perhaps stall, imposition of 
sanctions. 


Polls in 
provinces 
benefit 
Bhutto 

By Farhan Bokhan in Lahore 

MS BENAZIR BHUTTOS 
ability to form a durable gov- 
ernment in Pakistan was 
strengthened at the weekend 
by the outcome of provincial 
elections. 

Her Pakistan People's Party 
(PPP) won a narrow lead in 
Punjab, the largest and 
wealthiest province, where her 
rival. Mr Mohammed Nawaz 
Sharif, has been chief minister. 

As in Wednesday’s national 
elections, in which Mr Sharif's 
Pakistan Moslem League 
(PML) also won fewer seats 
than the PPP. he refused to 
concede defeat 
Ms Bhutto said in Lahore: 
" Altho ugh the margin is small, 
the message is clear. . . that the 
Pakistan People's Party and its 
allies will be forming the gov- 
ernment of Punjab.” However. 

Mr Sartaj Aziz, secretary gen- * 
eral of the PML. said in Islama- * 
bad: "How can they make such 
claims? They are still far from 
being there." 

The PPP and its allies won 
212 seats against the PML’s 106 
seats in the province, which 
has a total of 240 seats for Mos- 
lems and eight for non-Moslem 
members. The result has sud- 
denly increased the importance 
of the non-Moslem members as 
well as another two indepen- 
dents. Both sides are now try- 
ing to win their support 
Ms Bhutto's party won a 
comfortable majority in her 
home province of Sindh. 

The PML and its allies won^i 
enough seats to form the gov- 
ernment in the North West 
Frontier province, while in 
Baluchistan no single group 
won enough seats to form the 
government. 

At a national level Ms 
Bhutto is trying to win over 
smaller parties and indepen- 
dent members in the 217-seat 
lower house of parliament, 
where she and her allies hare 
95 seats so far against Mr Shar- 
ifs 72. The honse is due to 
meet next week to elect the 
prime minister. 

The Karachi stock exchange 
lOOshare index fell 7.71 points 
to 1362.12 yesterday, the first 
trading day after the election. 


Can 


be a democrat and a reformer? 


Politics of successful stabilisation 

Percentage of years kt which IMF adjustmert programmes were succassftdy implemented. 


HAVING seized power by eliminating the 
core group of opponents to his economic 
programme. Russia's President Boris Yelt- 
sin must now decide how to use it 

His first instinct seems to be to press 
ahead with parliamentary elections in 
December. But Mr Yeltsin knows both that 
the state of the economy wins elections, 
and that the Russian economy is not in 
good shape. Hence his dilemma: delaying 
elections may threaten his political legiti- 
macy: pressing ahead with elections 
quickly may prevent him from implement- 
ing the kind of radical economic reforms 
upon which his political future depends. 

This is a subject on which officials from 
the World Bank and the International 
Monetary Fund are required to keep quiet 
Publicly, they have no views about the 
desirability of different political regimes. 
But the combined experiences of the IMF 
and the World Bank must have taught 
them some lessons about the links 
between economic outcomes and the 
nature of political regimes. 

The first lesson seems to be that there is 


no discernible relationship between eco- 
nomic growth and political regime. China 
has posted faster growth rates over the 
past decade and achieved a much larger 
rise in literacy than India, one of the 
world's oldest democracies. But Poland 
has managed both to revive its economy 
and manage a transition to democracy, 
neither of which has occurred in authori- 
tarian Romania. Zaire does not suggest 
authoritarianism is good for growth, but 
nor do Kenya, Zimbabwe or Nigeria sug- 
gest that multi-party elections deliver eco- 
nomic recovery. 

A more systematic examination of the 
relationship between growth and democ- 
racy conducted by John Helliwell at the 
US National Bureau of Economic Research 
fits this anecdotal view. In a sample of 98 
countries over the period 1960 and 1985, he 
finds that countries with higher levels of 
income per head are more likely to be 
democracies, but that democracies do not 
tend to grow either Easter or slower than 
non-democracies* 

Yet Russia's situation is a little more 


delicate: before it can worry about growth. 
Mr Yeltsin's government must first stabi- 
lise the economy’s rapid inflation rate. But 
will elections help? Stabilising a monthly 
inflation rate of 20 per cent should 
improve the lot of millions of Russians. 
But the corollary of a successful stabilisa- 
tion is likely, at least in the short term, to 
mean a rise in unemployment from less 
than I to perhaps considerably more than 
10 per cent 

The World Bank did, in fact examine 
the links between successful IMF stabilisa- 
tion programmes and political regime a 
few years ago. The results, buried deep in 
the 1991 World Development Report are 
reproduced in the chart Success is mea- 
sured by the number of years in which 
fiscal deficits, central bank credit growth 
or government spending fell. The analysis 
suggests that there is little to choose 
between continuous democratic or author- 
itarian regimes: credit growth falls about 
60 per cent of the time in both cases. But 
the chances of successful stabilisation 
were much lower in countries which only 


recently made the transition to democ- 
racy, presumably because political alle- 
giances were more fluid and governments 
more anxious to deliver signs of progress. 

This tension between political transition 
and economic stabilisation, is not only a 
dilemma for Mr Yeltsin. The G7 govern- 
ments probably have little option but to 
link aid to democratic reform in Russia. 
But, as IMF or World Bank officials may 
whisper in their ears, that does not neces- 
sarily imply that democratic elections, as 
opposed to the promise of them, must be a 
precondition for either aid or reform. 
Ghana, one of Africa’s most successful 
reformers, waited 10 years between stabi- 
lisation and multi-party elections. And. as 
Mr Yeltsin may reflect, these were won by 
the erstwhile dictator. Flight lieutenant 
Jerry Rawlings. 

Edward Balls 

* Working paper 4066, May 1992. NBER. 
1050 Mass. Ave, Cambridge MA 02138 USA. 
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INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


Yearly figures are shown In bidax form with the common boss year of 1985. The neat exchange rare is si index throughout; other quarterly and monthly figures show the percentage change over the oorrespondng period in the previous yes and are positive unless otherwise stated. 
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Dollar Investment 

US-Dollar Investment 


With this duller- related investment of 
USD 175.000 per package your deposit 
of USD 25.000 is lopped up with a low- 
interesl loan of USD 150,000. 

This amount goes into a mutual fund 
which invests exclusively in high 


yield US-dollar bonds or US-related 
currencies like Canadian, New Zealand 
and Australian dollars. 

Portfolio ond risk management is handled 
by Jyske Bank experts through the 
muhul fund. 


This 5-year accumulating investment can 
always" be terminated at die request of 
the investor upon giving 30 days notice. 
Jyske Bank is an international bank rank- 
ing as the 4th largest bank in Denmark. 
For more than 30 yeans, it has served 


international clients from all over the 
world. 

Performance the last 12 months: ZL34% 
in US- Dollar’' 
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business locations 



EUROPE 



The driving force behind m..nh „f +h«, 
business locati on activity 
arises fro m the need to consolidate 
manufacturing, distribution anri 
manage ment functions, and to adjust to 
a wider European market of 400 million 
people, reports Michael Cassell 

Companies 
face tough 
decisions 

W! 


HlLE the politicians 
wmwm agonise over the 
t! WW future shape and 
direction of Europe, the com- 
mercial community which 
makes up one of the world’s 
most powerful economies has 
to get on with Its business. The 
luxury of long-term summitry 
is for others; winning the next 
order Is top of the daily 

p gptif \a. 

But as corporate Europe 
clocks on, it is increasingly 
obliged to take note of 
far-reaching structural 
changes, proposed and under- 
way, in the political and eco- 
nomic landsca pe, 

Companies’ future success or 
'5 failure will depend on the 
- strength of their strategic 
skills and how they deploy 
£ them to best exploit a western 
and central European market 
of 400m people. 

Nor will the game of winning 
in Europe only be played by 
the huge multinational corpo- 
rations who are well used to 
adapting, chameleon-like, to 
local circumstances; more mod- 
est-sized businesses will have 
to raise their sights to wider, 
European horizons. 

Even without the prospect of 
an enlarged community, the 
parameters for doing business 
are already changing. The 


recent creation - by the EC 
and the seven member states 
of the European Free Trade 
Association - of the European 
Economic Area establishes the 
world’s largest free trade mar- 
ket 

Central and eastern Euro- 
pean markets, despite the 
immense diffic ulties confront- 
ing businesses intent upon cap- 
italising on the new freedoms 
of former communist states, 
add yet annthar dimension to 
the marketplace. 

Small wonder that there is a 
growing tendency for compa- 
nies to abandon the notion of 
tiw nation state and to think in 
European terma fo r their mar- 
kets and regionally for their 
manufacturing, distribution 

and managmnunt famTH-ing 

Still less surprising that com- 
panies from the world's most 
Important trading nations, like 
the US and Japan, remain keen 
to increase their presence and 
participation in Europe, even if 
their efforts are temporarily 
subdued by liquidity pressures 
and recession. 

The big Inward investors are 
main ta trying extensive inward 
investment programmes, but 
the dedrion-makiiig process is 
being stretched and in such 
uncertain economic times 
there Is a growing reluctance 



to push the button. 

Much has also been made of 
the threat to Europe posed by 
the economic power-house fast 
amarg in g along the Pacific rim, 
with a ferocious rate of high- 
technology investment being 
notched up in places like 
Taiwan and South Korea. 

The US might also be 
increasingly attracted to mar- 
kets on its own doorstep once 
it signs a North American Free 
Trade Agreement with Canada 
and Mexico. But does that 
mean that Europe's best days 
far attracting global business 
are over? 

“The idea that Europe as a 
location for corporate invest- 
ment is somehow ‘over the top* 
is ridiculous," according to Dr 
Wilfried Vossen, managing 
director of Plant Location 
International, the location spe- 
cialists. “Europe is and will 
remain a huge market, with 
high education and skills lev- 
els and enormous consumer 


power. But it is certainly going 
to have to adapt If It is not to 
lose the international battle for 
Investment. 

“Europe is becoming a very 
expensive alternative to other 
investment locations and it is 
gning to have to tackle many 
sacred cows, not least high 
social costs which can no lon- 
ger be afforded and which 
make it very hard to create 
employment," adds Dr Vossen. 

Such comments find a warm 
reception among critics of the 
EC social chapter in the UK, 
which has refused to sign up. 
The Institute of Directors 
recently described EC social 
legislation as a “misdirected 
and damag in g job-destroying 
machine"; and the British gov- 
ernment Is now calling on EC 
members to reform their social 
security systems in order to 
cut the rising cost of employ- 
ment Germany’s most recant 
experience would tend to sup- 
port the theory. According to 


Mr David Rees, head of loca- 
tion advisory service at Ernst 
& Young: “There is now a flow 
of outward investment from 
German companies into other 
parts of the community as they 
migrate away from their own 
high costs". 

German investment in the 
UK now ranks second behind 
the United States, with 51 
investment decisions - involv- 
ing 15,000 jobs - recorded in 
the year to April 1993 by the 
Invest in Britain Bureau. 

T HE UK has a lot at 
stake, given its record as 
the most successful 
European nation In the fight to 
attract inward investment In 
the last decade, the UK is cal- 
culated to have taken nearly 40 
per cent of all non-EC invest- 
ment made in Europe. The 
country also accommodates 
about 30 per cent of all the 
Japanese manufacturing plants 
which have moved into the EC. 


Past achievement, even so, Is 
no guarantee of future success 
and now competition for for- 
eign investment is intense, 
with France and Spain, for 
example, giving priority to 
attracting their share of avail- 
able funds. 

With the first wave of large, 
green field investment over, 
there may also he a temptation 
among many companies to 
spread risk by selecting a sepa- 
rate location for second genera- 
tion projects. The type of 
investment may also change, 
with fewer green field develop- 
ments and more attention paid 
to expanding or modernising 
MristiTig faculties. 

The driving factor behind 
much of the location activity 
now underway across Europe 
emanates from the search for 
economies of scale and the 
need to rationalise structures 
established when European 
markets were more fragmented 
- “the rate of consolidation 
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under way is dramatic," 
according to Dr Vossen of PLL 
“Companies are talring a long, 
hard look at manufacturing, 
distribution and managerial 
functions at European, 
national and company levels. 

“It is not proving an easy 
task. We are talking about 
kingdoms being dismantled 
and everyone fighting to pro- 
tect their own patches”. 

One inevitable, less welcome 
aspect of consolidation is plant 
closure *»nri sows international 
companies have notably failed 
to underestimate the problems 
and costs of shutdown, a pro- 
cess often subject to stringent 
national laws. 

The Image of footloose multi- 
national conglomerates roam- 
ing Europe In search of 
short-term advantage is largely 
unfounded but Hoover’s deci- 
sion earlier this year to close 
its Dijon plant in France and 
locate all its vacuum cleaner 
production in Scotland pro- 
voked uproar. More recently, 
the tables were reversed when 
CPC (UK) decided to move pro- 
duction of its Knorr brand 
soups and cubes from Scot- 
land, where it has been based 
for 30 years, to France and 
Italy. But how does a company 
decide where to go, when there 
are so many options and when 
mistakes can prove so costly? 


Though Europe may present 
itself increasingly as a region 
which is interdependent and 
handing for economic conver- 
gence, it remains a widely 
diverse trading area, scattered 
with languages, differing 
employment laws and taxation 
regimes. 

Market accessibility contin- 
ues to be the principal driving 
factor b ehind choice of site but 
then peripheral locations may 
offer factors like lower labour 
costs and better quality of life. 

The availability of financial 
incentives for inward inves- 
tors, which, vary considerably 
throughout the EC, Is also 
emerging as an increasingly 
important factor, given the 
pressing need to limit cost Not 
too long ago, the question of 
incentives came into the latter 
stages of the decision-making 
process; hard times dictate 
that more companies are now 
anxious to know from the out- 
set where the best cash hand- 
outs are available. 

□ Where to locate: a review of 
the deciding factors: see page 3 
of this survey. 

□ Inward investment page 2. 

□ Eastern Europe: page 3. 

□ Going south: The Mediterra- 
nean region: page 4. 

□ Sources of advice: page 5. 

□ France, Germany: page 6 


Europe's first 
Automotive 
Component Park. 



Located within an hour's drive of moto 
manufacturers producing more than 500,00f 
vehicles per annum, the Black Country was thi 
obvious location for Europe's first Automotivi 
Component Park. 

It's a 115 acre dedicated automotive 
enterprise, placed at the 
northern extent of the 

new 2.5 mile automotive Component Pari 
Black Country black country - en.slanl. 

Spine Road, offering direct dual carriageway 

access to the M6, Junction 9 and the M5, Junction 1. 

From this vantage point, names like Rover, 
Jaguar, Peugeot and Rolls Royce are within ar 
hour's HGV drivetime. Ford, General Motors, 
Honda and Toyota are within a further hour. 

So in the Black Country, for Just In Time 
delivery, time is on your side. 

Needless to say, with the Black Country's 
established industrial reputation, manufacturers 
moving to the area are finding the 
skilled labour, materials and 
support services they need 
already in place. 

And because the Black Country Ms 
Development Corporation has a reputation for 
swift action, incoming businesses can be up and 
running without delay. Send for details of business 
opportunities in the Black Country today. And 
watch your growth accelerate. 





O - 500,000 in 1 hour. 


A C 


U N 


DEVELOPMENT CORPORATION 

TEL: 021-511 2000. FAX: 021-544 5710/021-552 0490 


AN drive lima we approximate. 


* To: Linda dement Blade Country Development Corporation, Black Country House, Rounds Green Road, Oldbury, West Midlands B69 2DG. 

Please send me detai/s of... the Automotive Component Park O other sites available In the Black Country | J further information about the Corporation's work f^J 
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Inward investment 
activity from beyond the 
EC continues to be 
dominated by the US 
and by the Japanese, 
who are likely to 
maintain their 
predominant position, 
reports Michael Cassell 


BUSINESS LOCATIONS IN EUROPE 2_ 

Countries in the European Community continue to attract a brisk level of inward investment 


EC remains a powerful magnet 


D espite the global 
recession, which has 
Inevitably dented the 
flow of international invest- 
ment funds heading for 
Europe, the EC remains a mag- 
net for incoming, corporate 
investment 

The process of starting or 
expanding investment in 
Europe by companies based 
beyond its boundaries has 
become a more protracted busi- 
ness as economic uncertainties 
have multiplied. 

But the evidence shows that 
in the face of the growing 
threat posed by booming 
investment centres along the 
Pacific Rim, the sheer scale 
and sophistication of European 
markets guarantees for many 
of them a continuing, high 
level of inward investment. 

Estimates suggest that the 
EC countries have, in the early 
part of the 1930s, been attract- 
ing in the region of S65-70bn of 
new, annual investment from 
beyond their boundaries. 

The general expectation is 


that, after some reduction as a 
result of recent economic 
weaknesses, they will continue 
to attract a major share of all 
corporate investment activity. 

The Americans - with around 
30 per cent of all their corpo- 
rate assets now located outside 
the US - are no strangers to 
investing in the EC and 
account for more than half the 
total foreign investment pour- 
ing in to the region. 

But while there are no sug- 
gestions the US will cease to 
become a Leading player in 
European corporate invest- 
ment, there are pressures 
being brought to bear which 
will make EC nations a less 
obvious target for spending by 
American corporations. 

The free trade agreement 
signed between the US and 
Canada. America's largest trad- 
ing partner, and the new 
emphasis being placed on trade 
between Mexico and the US, 
mean that Europe is going to 
have to fight harder to claim 
its stake of North American 
investment 

The Japanese have come 
comparatively late to overseas 
investment markets - a decade 


ago only 4 per cent of their 
total corporate assets lay over- 
seas • but they have moved 
impressively to reach IS per 
cent After an initial period of 
heavy investment, however, 
most Japanese corporations 
have come under immense 
liquidity pressures and have 
moderated the pace of new for- 
eign investment 

Even so, 20 per cent of Japa- 
nese overseas investment is 
ending up in Europe. 

While' most US companies 
appear to have positively based 
their decisions to locate in 
Europe on the scale and poten- 
tial of the market the Japa- 
nese seem, initially at least to 
have been motivated more out 
of fear of being thwarted than 
by any renewal in protectionist 
sentiment 

Whatever the motives behind 
the investment decisions being 
taken, the favourite destina- 
tions for external investors are 
clear. The United Kingdom 
continues to account for 
around one-third of all inward 
investment into the EC, 
although the number of pro- 
jects underway has fallen back 
recently. 
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No other EC nation has so 
far come anywhere near 
matching the record of the UK, 
which now ranks as home for 
37 per cent of all non-EC com- 
panies operating within the 
community. 

Germany, despite its most 
recent economic and political 
problems, is still regarded as 
an important destination for 
inward funds but growing 
numbers of companies now 
regard the country as an 
extremely expensive and 


Increasingly uncompetitive 
base from which to operate. 

German companies them- 
selves have been underpinning 
the perception by transferring 
away from their own, high 
cost, country into other parts 
of Europe. 

The Tnatn beneficiaries have 
been the UK, France and 
Spain. But there is, equally, a 
perception that Germany is 
alive to its problems and that 
It will actively seek to protect 
the country’s position as 


Europe's economic _ power- 
house, so maintaining the 
interest of foreign investors. 

France, which has not 
always had the most positive 
image for attracting overseas 
investment, has also been per- 
forming better in attracting 
incomers, not least because of 
the political priority which the 
issue has now been given at 
the highest levels. See report, 
page six. 

Belgium, which may have 
tended to expect its location at 
the political heart of Europe to 
stand it in good stead, is 
widely regarded to have lost 
out in the competition for 
inward investment, although it 
has now started to take the 
jggrtp seriously. Holland, mean- 
while, has pursued a very suc- 
cessful promotion strategy. 

Despite its location on the 
very fringes of the EC, the 
Republic of Ireland has also 
continued to attract a sizeable 
share of available foreign man- 
ufacturing investment and, in 
relation to gross domestic 
product, has done as well as 
any other EC member. 

Spain, too, has been, proving 
increasingly attractive as 


investors watch it emerge as 
an important, open European 
marled: with a rapidly unprov- 
ing infrastructure. 

Although there are always 
exceptions, the general pat- 
terns on inward investment 
towri to have matched certain 
categories of corporate invest- 
ment with particular EC 
regions. 

w hite the main investment 
activity in distribution has 
tended to be located within a 
belt which stretches from Lon- 
don, Rotterdam and Antwerp 
through Luxembourg, Metz 
and Nancy, European head- 
quarters operations have con- 
centrated on cities like Brus- 
sels. London, Geneva and 
Frankfort 

Manufacturing activities by 
inward investors have been 
very widely spread throughout 
the community, depending on 
proximity to the ultimate 
marketplace for the products 
concerned. 

The UK, Ireland, France and 
the Benelux countries have 
been faking the lion's share of 
available manufacturing 
investment 

Given the increasing compe- 


tition within Europe and 
beyond for whatever invest- 
ment funds are available, it is 
clear that only the most 
aggressive marketing and the 
most supportive “after-sales- 
operations at national or 
regional level can expect to 

succeed. . _ . . 

While the degree of fin a ncial 
help is important ■ available 
EC incentives average around 
IS per cent of capital spend by 
inward investors - it has 
become clear that investors are 
equally concerned about the 
extent to which they, can seek 
guidance and advice alter they 
have made their decision to 
locate. 

Some investors have com- 
plained that, while agencies 
have worked around the dock 
for months or years to attract 
companies, they have been left 
totally to their own devices 
once operations have started. 

According to one location 
specialist “Companies can feel 
very badly let down when they 
are feted, wined and dined - 
and then dropped alter their 
arrival. 

“Those responsible for 
encouraging inward invest- 
ment must remember that 
investors may have chosen 
their patch once but that they 
have the whole of Europe to 
choose from next time. 

“If they wish to maintain 
their inward investment, they 
have to build relationships 
which will last”. 




T HERE Is no argument 
about which EC member- 
state has been faking the 
lion’s share of inward invest- 
ment into the community. 
Britain has consistently seen 
off all competitors in the con- 
test to win foreign direct 
investment 

Despite the political debate 
which surrounds the inward 
flow of foreign capital - is 
Britain's success in this 
respect a sign of its economic 
strengths or Its exploitable 
weaknesses? - there can be no 
disputing its Impact on the 
UK. 

Britain's prowess at promo- 
ting its “open door" policy is 
confirmed by the statistics. 
The country has been taking 
as much as one third of all 
inward investment coming 
into the EC. There are now 
more than 3,500 US companies 
located in the UK, with 1,000 
German companies and 
around 200 from Japan. By 
1991, the cumulative UK share 
of all US Investment made in 
the community had reached 36 


per cent in value terms. The 
UK also accounted for nearly 
41 per cent by value of all Jap- 
anese investment in the EC. 

Last year, another 303 
inward investment decisions 
were taken in the UK’s favour, 
likely to involve around 56,000 
jobs. In tiie five years until the 
mid of 1992, 275,000 jobs has 
been created or safeguarded in 
Britain by inward investors. 

In the manufacturing sector, 
overseas-owned enterprises 
investing in the UK now pro- 
vide 27 per cent of net capital 
expenditure and 16 per cent of 
all UK manufacturing jobs. 

Britain’s attractions to 
potential investors include 
flexible working conditions, 
relatively low labour costs 
and, for many, a language and 
business culture which is eas- 
ily adopted. 

Though there have been 
some fears expressed about 
Britain's attitude to Europe, 
most surveys have confirmed 
that thi« has not fewwg wi its 
chances of continuing to win 
new investment. Indeed, tndi- 


More than 3,500 US companies are located in the UK 


Britain takes the lion’s share 


cations that Europe’s competi- 
tiveness is under threat 
because of its relatively high 
social and employment costs 
could provide a further advan- 
tage to the UK as an EC mem- 
ber-state which has refused to 
sign up to the EC’s social pro- 
gramme. 

There has also been concern 
about the quality of invest- 
ment being made in the UK by 
foreign companies. The arrival 
of so-called “screwdriver" 
assembly plants has not been 
greeted enthusiastically by 
critics, who complain of low 
labour rates and the failure of 
inward investors to import the 
type of technology which is 
badly required. 

Supporters of inward invest- 
ment, however, claim that the 
beneficial impact far out- 


weighs any disadvantages. The 
argument is that, far from 
spawning fresh ranks of “slave 
labour”, new investment cre- 
ates more jobs, raises the 
demand for labour and, in 
turn, pushes up wage rates. In 
the final analysis, it is a brave 
critic who will reject the 
notion that any job is better 
than none. 

A report on the knock-on 
effects of inward investment, 
commissioned by the Depart- 
ment of Trade end Industry, 
suggests that, apart from 
offering employment and 
training opportunities and 
new customers for UK capital 
equipment, the arrival of for- 
eign companies can bring 
about significant quality 
improvements among suppli- 
ers and competitors. 


At the heart of UK efforts to 
attract inward investment 
against a background of global 
recession and increasing com- 
petition from other locations 
Is the Invest in Britain 
Bureau, part of the Depart- 
ment of Trade and Industry, 
which has been operating for 
16 years. 

The IBB, offering a free and 
confidential service, is the 
government's main inward 
investment promotion agency. 
It is the only body whfoh rep- 
resents the nation as a whole, 
as opposed to the numerous 
regional organisations and 
local agencies which champion 
their own areas. The IBB, 
which has helped more than 
2,000 foreign investment pro- 
jects in the UK, sees itself as 
the first port of call for any 


potential Investor and the pro- 
vider of “honest, accurate 
information", according to Mr 
Christopher Priston, director. 

“We are not here to push 
companies in one direction, 
imUkP some of our EC compet- 
itors. We enable investors to 
have all the facts and to make 
the best possible derision for 
them. To behave any differ- 
ently would be counter-pro- 
ductive,” he adds. 

Apart from promoting the 
general attractions of the UK 
and providing detailed loca- 
tion information for individual 
investors, the IBB is charged 
with co-ordinating the efforts 
of the other, more localised 
promotional agencies. 

The bureau Has an annual 
budget of £5 .5m to fund the 
English regional development 


organisations - Wales, Scot- 
land «nrf Northern Ireland are 
funded directly by the Trea- 
sury - ft nri has its own £2m 
promotional budget 

Sir Priston rejects the notion 
that the English promotional 
effort would be better served 
by the creation of a single 
agency, as in the other coun- 
tries which go to make up the 
UK - “I think we get the best 
of both worlds. England is a 
big patch to cover and we have 
some excellent local agencies, 
backed up by IBB at national 
level”. 

The IBB accepts that it faces 
a tough challenge in maintain- 
ing the UK record. In the year 
to April 1993, for example, the 
number of new Inward pro- 
jects confirmed for the UK 
declined again from the 1990 
peak of 350 to 303, largely 
because of the recession-asso- 
ciated fall in investment activ- 
ity. 

The bureau expects the pat- 
tern of inward investment to 
change, irrespective of the 
future level of activity. 


According to Mr Priston: “The 
big US companies are already 
here. There will be some con- 
tinning green field investment 
but we now expect smaller 
investments from smaller 
American companies wanting 
to take advantage of the single 
market 

“There will be few mega-pro- 
jects from Japan but a second 
wave of investment likely to 
Involve supplier and subcon- 
tractor activities. We also^ 
expect some joint ventures, dj# 
route which the Japanese have 
not readily chosen in the « 
past" ■ 

In response to complaints 
that inward Investors are 
abandoned to their own fate 
once they have taken the deci- 
sion to set up in the UK, the 
IBB has just started a fol- 
low-up p r o g r am me which will 
entail visits to 1,000 compa- 
nies this year. They will be 
asked if they have any prob- 
lems and the IBB will endea- 
vour to help If it can. 


Michael Cassell 


FLANDERS 





landers. Star Region in 
JLmt Europe. This is a bold 
W claim, yet one which is 
A. a made with quiet confi- 
dence and backed by an enviable 
track record. 

Flanders has for centuries been a 
hub of trade and culture, and its 
patronage of the arts and learning 
has always been a direct conse- 
quence of the wealth generated 
through commerce and trade with 
Europe and the world. 


★ ★ 


STAR REGION 
IN EUROPE 


★ Excellent infrastructure facili- 
ties: Brussels International Airport - 
Three major, modern seaports - 
Superb illuminated, toll-free motor- 


★ Readily available real-estate at 
competitive prices 

★ Tailor-made incentives offered 
by the government 

Ideal research and development 
environment thanks to exemplary 
cooperation between the universities 
and Industry. 

★ Quality of life 


to the following companies 

which have chosen to locate on the 


COTE D'AZUR 


#Ss» 


A proud past is not enough to sur- 
vive and continue to prosper in a 
world of fierce commercial competi- 
tion, however. Not content to rest 
on past achievements, the Go- 
vernment of Flanders has introduced 
a number of financial incentives to 
encourage more international invest- 
ment 


ways 

Highest per capita exports in the 
world 


Twelve good reasons to 
invest in Flanders 


★ Flanders is located in the heart of 
the main Western European markets 
and the EC decision-making centre 


★ At the crossroads of Latin and 
Germanic cultures, and hence an 
ideal test market for Europe. 

jfe' Highly diversified industrial 
base with unlimited sub-contracting 
opportunities 

Tfe” Highly qualified, motivated and 
productive work force 

'A' Highest number of quadrzlin- 
gual speakers in the world 

One of the lowest inflation rates 
in Europe and the industrialised 
world 


A series of travelling presentations 
have been scheduled as investment 
seminars, chaired by the Minister- 
President of the Government of 
Flanders, from April to September 
1993 to introduce “Flanders. Star 
Region in Europe" in Utrecht, 
Birmingham, Boston, San Francisco 
and Silicon Valley, Taipei, Seoul, 
Tokyo, Stockholm and Milan (with a 
specific programme for each dty). 


For more information on investment 
opportunities in Flanders or on the 
seminars themselves, please return 
the form below duly filled in bo the 
Handers Investment Office (FIOC 
Headquarters). 


* 


AEROSPATIALE, AIR FRANCE, ALLERGAN, AMADEUS, ARKOPHARMA ARTHUR 
ANDERSEN, AT & T, COMPASS DESIGN AUTOMATION, DIGITAL EQUIPMENT 
FRANCE, DOW CORNING FRANCE, DOW FRANCE, DOWOANCO FRANCE 
TELECOM, IBM, NCR, RHONE POULENC, ROBERTET, ROCKWELL SIEMENS 
SOFTWARE PUBLISHING CORPORATION, SPIROTECHNIQUE, TELEMECANIQUe’ 
TEXAS INSTRUMENTS. THOMSON, UNISYS, VIRBAC, VLSI, WELLCOME, WELIFLEET ’ 


The French Riviera's major assets include: 


- SOPHIA ANTIPOLIS, Europe's largest 
technology park. 

900 companies - 15 000 jobs - 5000 


- An international airport with 28 daily 
flights to Paris, ten daily flights to London 
and direct Rights to major cities throughout 
Europe and to New York and Atlanta 


- Highly developed health and 
telecommunications activities. 


- An international financial network with 
58 bonks and numerous financial service 
companies. 


nOC-HeadqiuK«a 
Jasee Merdcen. 
Managing Director 
MuVdesstraat, 1 
1000 Brussels, Belgium 
Tri. 32-2-507 3852 
32-2-5073870 
Fax 32-2-507 38 51 


FlOC-AaU 
Ben DeSmlt 

Arcadia Algos - Bloc A 01 -05 
235 Arcadia Road 
Singapore 1128 
Republic of Singapore 
Tal. 65-1676421 
Fax 65-4677057 


FIOC-USA £*at 
Luc Oe Breudcete 
70, Walnut Street 
WeUesney. 

MA 02181 - USA 
TeL 1-617-239 82 25 
Fax 1-617-239 82 96 


FIOC-USA Weat 
Blip Vandenbussche 
39, Shearer Drive 
Atherton, 
CA94Q27-U5A 
TeL 1-415-3666610 
Bax 1-415-366 62 11 


FfOC-Scandiiurria 
Mflurfts Baesen 
World Trade Center 
Box 70396 
10724 Stockholm 
Sweden 

TeL 464-7006205 
Fax 46-8-70062 07 


-Top level education in specialized fields 
such as telecommunications, computer 
science, pharmacology, management and 
finance. Institutions include the ECOLE 
DES MINES, EURECOM, CER1CS, 
CERAM, EDHEC, ESSI, ETSI and others. 


-Forty industrial sites throughout the region 
ARENAS, NICE LA PLAINE and 
CARROS in Nice, and sites in CANNES 
GRASSE, MENTON ond other towns. 


- A productive environment in o world- 
romous location. A 


FLANDERS 




Investment in Flanders 
a star choice 


^ 

FLANDERS 


** * ** 


- An established industrial and research 
environment providing a gateway to 
Southern Europe with research laboratories 
such os the CNRSJNRIA, INRA, INSERM, 
CNET and CERGA. 


COTE D’AZUR 


* n 


^5 jr . 

. ■ ' 'it ■, 


^ ? f ■* 


Name ... 
Address 


Tick as applicable: O I am interested in information on investment 

□ I am interested In information on the seminar “Flanders. Star Region in Europe" 


To team more obool science. Industry and technology on the C*te d’Azur 
_ _ ^pte««retum rtiUcouponto ^Mr.^FroncohlCESlER, 'General Manager of C«e d’Azur Devdopmere 

G An COTE D'AZUR DEVELOPMENT ' 

Gmpogny Address 


Z-Headquaxtere - Josee Metrical, Managing EHivctor- Maridesswaot. 1 - 1000 Brussels. Belgium, FaX 32 ~ 2~507 38 51 


Mrs., Mr. 
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T HERE is no such thing as 

the perfect business locu- 
oot - "whatever the ulti- 
mate decision, it always efefc 
SL 3 ? « compromise, ’ - accord- 
mg to Dr Wilfried Vossen 
KSJ&f director of aft 
Location Inte rnationa l 
m, part of the Price Water- 
bouse group, has expanded 
quickly on the back of the 
immense complexities feeing 
businesses increasingly forced 
to consider the best locations 
'ft within Europe from which to 
f manufacture, distribute and 
manage, writes Michael Cas- 
sell. 

According to Dr Vossen. 
although the science of loca- 
tion has improved beyond rec- 
ognition in recent years, many 
mistakes are still being made. 

The consequences of getting 
it wrong can be calamitous, In- 
volving crippling flwanrm 
costs and heavy damage to 
relationships with local com- 
munities and customers. 

"Many important decisions 
are still being decided in head 
office, thousands of mfipq away 
.qjrfrom the action. Remote bosses 
come up with ideas which are 
not feasible. The local, Europe- 
based management can be 
excellent but the people 
upstairs are still inclined to 
think they know better” 

Ernst & Young, which ha« 
its own location advisory ser- 
vice, also acknowledges that 
there are many long-held 
myths about European coun- 
tries which can often cloud 
corporate decision-making. 

According to “Regions of the 
New Europe”, jointly produced 
by Ernst & Young and Corpo- 
rate Location, the corporate 
^vestment specialist; “CKchfc 
Hid stereotypes about coun- 
tries and their customs can 
g blind a corporate manager to a 
particular area's benefits. 

“Governments and regional 
authorities are increasingly 
active in trying to play up 
their area's attractiveness to 
corporate investors. 

“For those com panies seek- 
ing to set up a new facility it 
can be alt too confusing as 
rival locations try to convince 
you that they are situated at 
the centre of Europe a nd are 
the best location for your busi- 
ness, regardless of activity". 
Organisations Hite PLI and 
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Ernst & Young insist, predicta- 
bly enough, that no company 
is likely to have at its finger- 
tips the breadth and depth of 
information necessary as a pre- 
condition of taking a decision 
on where to locate. Bring in 
the specialists, they suggest 
But the feet that even the 
very largest of multinational 
companies now resort to the 
help of outside consultants, ait 
least during some stage of the 
process, suggests that they 
might have a point 
With giants like Ford Motor, 
IBM, Hewlett-Packard. Memo- 
rex. Mobil, Ricoh, Texas Instru- 
ments, Wellcome Foundation 
and Westfnghouse all seeking 
external advice on the issue, 
the message is getting home. 

Even the Japanese, who 
began cautiously by using loca- 
tion specialists to provide lim- 
ited information to feed into 
their own decision-making 
structure, now increasingly 
delegate a growing proportion 
of location work to outside 
experts. 


So what are the wummm fun- 
damentals which any enter- 
prise will have to consider 
before making a decision 
which could involve invest- 
ment running info many mil- 
lions of dollars? 

Given that the company's 
overall strategy is clear, most 
experts agree that the single 
most important factor is mar- 
ket proximity. 

Quality of transport infra- 
structure and information 
systems can have an impact on 
market accessibility but crude 
distances between supplier and 
end-market matter most. 

It may be an obvious point 
but it is not the only one. The 
nearest location may well be 
the most populous and expen- 
sive, with high labour costs 
and skill shortages. Dr Vos- 
sen’s “compromise" comes into 
play. 

Labour costs themselves 
rank high up the list of com- 
parative factors. But while the 
peripheral regions of Europe 
may offer the lowest man- 
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power costs, what levels of 
skill and education come with 
them? 

Productivity remains 
another key fector, with labour 
attitudes and performance 
varying widely across Europe. 

So while some former east- 
ern European countries might 
offer labour rates more usually 
associated with parts of the 
Far East and much closer mar- 
ket proximity, poor labour pro- 
ductivity might easily out- 
weigh other advantages. 

There Is evidence, however, 
that improved productivity 
performances can be 
“imported” by the Inward 
.investor, who discovers there 
is little wrong with the avail- 
able, local labour that more 
efficient machinery and good 
working practices cannot sig- 
nificantly improve. 

Many other factors also come 
into play. PLI recently con- 
ducted a survey among more 
than 300 international compa- 
nies to establish their priorities 
when choosing locations for 
various operational functions. 

The survey demonstrated 
that the main priorities for 
consideration by potential cor- 
porate investors centred ini- 
tially on operating and invest- 
ment costs, followed by general 
and then more specific operat- 
ing conditions in respective 
locations. 

When it came to more 
detailed location factors, com- 
panies clearly demonstrated 
the crucial importance to them, 
of good business communica- 
tions. Respondents repeatedly 
put telephone, fax and data 
lines at the top of their shop- 
ping list, ranking their avail- 
ability alongside any of the 
supposedly more important 
location factors. 

A great deal of em phasis is 
also placed on the presence of 
a stable political situation and 
social climate, low labour costs 
and reliable power supplies. 

Another vital ingredient in 
any location decision can be 
the availability or otherwise of 
investment incentives offered 
by a range of state and 
regional bodies. 

The packages on offer vary 
widely, although given the 
restricted funds available in 


Continued on next page 


A FTER a decade When the 
inclusion of Spain, Por- 
tugal and Greece in the 
European Community polled 
investment southward, the 
1990s will be the decade of 
rapid growth and fundamental 
struc tur al changes in the for- 
mer centrally-planned econo- 
mies of central Europe and 
beyond. 

This eastward shift, and the 
prospect of decades of rapid 
economic growth similar to 
that experienced in most of 
western Europe during the 20- 
year post-war reconstruction 
boom, has profound implica- 
tions for the future location of 
management offices and facto- 
ries. 

Berlin, for example, will 
once again be the capital of 
united Germany, although 
there are signs of a growing 
reluctance to accelerate the 
expensive removal from Bonn. 
This reflects the unexpected 
cost and difficulty of re-incor- 
porating the five eastern prov- 
inces into the mainstream Ger- 
man economy. 

The problems have arisen 
mainly because of the artifi- 
cially high wage and other 
costs which followed the deci- 
sion to exchange the East Ger- 
man mark for D-marks at par 
three years ago, and the drive 
to equalise wages although 
east German productivity 
remains for lower. 

Under these circumstances 
the prospects for long-term 
economic growth in the region 
are probably highest in 
Poland, where wages are low 
and whose population of 39m 
ensures the largest single mar- 
ket in the post-communist cen- 
tral and south eastern Euro- 
pean region. 

This area encompasses 105m 
potential consumers, if Slo- 
venia, the Baltic states, and 
the Balkan states of Romania 
and Bulgaria are included. 

Poland will probably have 
the fastest growing economy 
in the whole of Europe this 
year after a 31 per cent decline 
in industrial production since 
1989. The rise in industrial 
output exceeded 7 par cent 
over the first half of the year 
with labour productivity ris- 
ing 11-13 per cent 
Hungary and the Czech 
republic will also resume eco- 
nomic growth this year after a 


Inroads to 
new markets 



Budapest one of centra) Europe's most attractive capitals 


hiccup caused by two years of 
drought in Hungary and dislo- 
cation stemming from their 
January divorce which has 
retarded growth in the Czech 
republic and Slovakia. 

Throughout the region, the 
locations which are showing 
the fastest economic growth 
and the greatest attraction for 
foreign investors, are those 
which are closest to Germany 
and other European Commu- 
nity markets. 

For example, Szceszin, 
which as the former German 
city of Stettin, was developed 
as Berlin's main outlet to toe 
sea, is rapidly developing as a 
regional centre for toe we s tern 
Baltic. It is attracting invest- 
ment from Germany and the 
Scandinavian countries with 
whom it is linked by fast and 
frequent roll-on-roll-off ferries. 


T HE Gdansk-Gdynia port 
complex is another focus 
of rapidly increasing 
cross-Baltic trade with good 
prospects for benefiting from 
the eventual revival of trade 
with toe Baltic republics and 
St Petersburg. 

But the most important fac- 
tor likely to affect future loca- 
tion decisions is the speed 
with which Poland's ambitious 
motorway building plans are 
implemented. 

Already, the bulk of German 
investment in Poland has been 
concentrated in towns like 
Poznan and Wroclaw. Both are 


to be found along the axis of 
the two new east-west motor- 
ways which will make Poland 
a cross-roads of east-west and 
north-south traffic in toe early 
years of toe 21st century. 

Longer term, such highways 
will dramatically improve toe 
economic prospects of towns 
like Lodz. This depressed tex- 
tile town, south west of War- 
saw, will soon find itself at toe 
junction of the main east-west 
motorway and the north south 
route from Gdansk to Czecho- 
slovakia and beyond. 

Meanwhile the divorce from 
Slovakia has underlined the 
westerly location of the Czech 
republic which juts like a 
wedge into prosperous Ger- 
many and Austria where 
wages are np to ten times 
higher than Czech rates. 

With Its low foreign debt 
and long industrial traditions, 
within a decade the Czech 
republic will become as closely 
linked to toe German economy 
as Austria and Switzerland. 

Longer term, toe core cen- 
tral European economies of 
toe Czech republic, Hungary, 
Poland, and Slovakia, together 
with the former Yugoslav 
republic of Slovenia will also 
play a key role in extending 
the market-orientated, con- 
sumer-led transformation of 
the former communist world 
further east 

Initially, the experience of 
economic transformation in 
central Europe will help speed 


the development of Romania 
and Bulgaria, whose future 
economic health is also linked 
to the growth of trade and 
investment in the Black Sea 
region. Here. Turkey is carv- 
ing out an important role for 
itself. Indeed, Istanbul and 
Ankara are rapidly becoming 
key locations for those inter- 
ested in developing trade and 
investment in the oil and 
resource-rich central Asian 
republics of the former Soviet 
Union. 

Strategic investors in cen- 
tral Europe such as ABB, the 
Swiss-Swedish power engineer- 
ing company, Siemens and 
AEG, are planning to use their 
new Hungarian, Czech and 
Polish acquisitions to supply 
markets further east which 
were formerly part of the now 
disbanded Comecon market 

In the case of Yugoslavia, 
Slovenia will have a particu- 
larly important role In helping 
the reconstruction of the war- 
torn Croatian and Serbian 
economies. 

For western companies, this 
will increase the attractive- 
ness of Ljubliana, toe Slovene 
capital. Until now, however, 
Hungary, which began tinker- 
ing with market reforms in 
the 1960s and enjoys close his- 
torical links with Austria, has 
been the main recipient of 
inward foreign investment It 
has attracted over S5bn of the 
$9-$12bn of foreign equity 
investment which has flowed 
into centra] Europe over the 
last four years. 

Most of this foreign invest- 
ment including toe new car 
and engine plants put np by 
General Motors, Audi/Volks- 
wagen and Suzuki of Japan, 
has been located either in the 
Budapest area or inside Hun- 
gary's so-called “golden corri- 
dor." 

This corridor runs westward 
oot of the capital along the 
main rail and motorway links 
to the Austrian border, encom- 
passing industrial cities like 
Gyor and Esztergom. 

Budapest which straddles 
the Danube as it passes the 
wooded Buda hills, vies with 
Prague for toe title of most 
beautiful capital in central 
Europe, and toe most expen- 
sive. It shares the universal 
regional problem of poor tele- 
communications. But the tele- 
phones are particularly bad in 
Prague, despite the fact that 
the Czech capital Is 200kms 
further west than Budapest or 
indeed Vienna. This handicap 
will disappear as the projected 
heavy investment in telecom- 
munications bears fruit. 


TOULOUSE MIDI-PYRENEES 

HAS A LOT GOING FOR IT 



N”1 European Space Centre 

N°1 European Aeronautics Centre 

N°1 French Electronics Centre (active 
components, robotics, automatic systems) 

N°1 French Data-Processing Centre 
outside Paris 

One of the top three Bio-Technology 
Centres in France 


The electronics sector is dynamic 

and prosperous with : 

• More than 20,000 jobs. 

• 1056 companies, and a network of sub-contractors 
throughout the region. 

•Annual growth of 1 1%. 

•Four specialities: industrial electronics, software 
engineering, active components, automotive electronics. 

• Innovative research into: As.Ga., data protection, 
sensors, robotics, ASIC, etc. 

This is the leading French training 
and research centre outside Paris 

.90 000 students (12% international). 

. 3,000 technicians and 2,000 engineer graduate here 
each year 

. 10,500 researchers in 343 labs (203 in electronics). 
7 joint labs. 

. Mote than 1,000 industty/research contracts every day. 


Big names in electronics 


Alcatel Espace, ATG Gigadisc, Bouyer, Bosch, Honey- 
well, Inforsud, Labinai, Matra Marconi Space, Mors 
Composants, Motorola, Rockwell Collins, Siemens 
Automotive, TfcJco, Thomson CSF, Verilog. 
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Pointing east - 
Business as usual in 
Bayern. 


Many international companies are 
pointing towards the east - 
Europe's fast-developing markets. 


If you're looking towards die east 
and new business, take a look at 
the place to do business from. 


In Bayem, we have been building 
bridges - and roads and rail lines - 
to our neighbors and business 
partners in central and eastern 
Europe for many years. 


An integral part of the EC. Bayern 
has made a business out of serving 
as a high-tech base for companies 
looking at new markets. 


Bavarian Ministry for 
Economic Affairs and Transport 
Dr. Georg Orlitsch 
Prinzregentenstr. 28 
80525 Munchen / Germany 
Tel.: j89] 21 62-07 
Fax: (69) 21 62-27 60 



Bayern. 

The Quality Edge 
in the New Europe 
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O N DARK winter morn- 
ings in Birmingham or 
Dusseldorf, bow many 
businessmen wish for some- 
thing different in terms of 
office or factory location? 

The idea of working in a 
more agreeable climate must 
be attractive to company man- 
agers when they peer down 
headlight beams in peak-hour 
traffic on motorways and auto- 
bahns. 

Many businessmen would 
probably prefer to be elsewhere 
as their cars’ wipers clear 
snow, sleet or drizzle from 
their windscreens. And where 
better than the Mediterranean? 

But it is not only the climate 
and the accompanying life- 
style, enhanced by the cultural 
and historical heritage of Medi- 
terranean countries, that 
makes them attractive for com- 
panies setting up or expanding 
their activities in Europe. 

Mediterranean Europe 
enjoys a strategic geographical 
position, looking north towards 
its own continent, as well as 
south towards Africa and East 
towards Asia. 

In addition to serving Euro- 
pean markets, factories and 
offices on the Mediterranean's 
northern side are well placed 
to cover North and East Africa 
and the Near and Middle East 
However, climate, lifestyle 
and geography are not enough 
on their own. 

In taking decisions on where 
to site facilities, companies 
must evaluate many other fac- 
tors: the availability and cost 
of skilled and unskilled labour, 
quality of services, infrastruc- 
ture, administrative structures 
and regulatory/legislative 
frameworks, political stability 
and incentives. 

How do Europe’s Mediterra- 
nean options measure up? 

• Spain: A leading beneficiary 
of inward investment in its 
manufacturing industry, statis- 
tics show that Spain is the 
world’s fourth largest recipient 
of direct foreign investment 
Last year's $io.3bn followed 
$lL6bn in 1991, $l2Jbn in 1990 
and $6.8bn in 1988- Over this 
period. Spain received more 
than twice the foreign direct 
investment in Italy. 

Spain owes its success in 
attracting foreign business to 
several factors. 

With a population of about 
38m, Spain brought a large 
new market when it entered 
the EC at the beginning of 
1986. Many foreign corpora- 
tions wanted to be close to 
sales and have established 
operations in the country. 

The abundant supply of 


The Mediterranean region has much to offer investors 

Southerly attractions 



Matts: ttw Grand Harbour, Valletta 


skilled and unskilled labour is 
an attraction. Over 18 per cent 
of Spain’s workforce was 
engaged in agriculture in the 
mid-1980s, offering a pool of 
labour for factory work. 

While the agricultural work- 
force had fallen to just below 
10 per cent of the total last 
year, the high level of unem- 
ployment suggests that supply 
constraints should not be a 
problem. 

However. Spain’s advantage 
in direct and Indirect labour 
costs has been eroded over 
recent years, and labour legis- 
lation Is not market-orientated. 


I 


F the Spanish labour factor 
has lost some of its attrac- 
tion, developments in infra- 
structure have enhanced the 
country’s appeal for inward 
investors. Road and rail net 
■works have been extensively 
modernised and ex pan ded , and 
air services improved. Consid- 
erable importance has been 
placed on upgrading telecom- 
munications. 

Part of the EC's relatively 
less-developed southern rim, 
Spain offers a aipnifiranf level 
of investment incentives. 

Only a few areas of the coun- 
try foil to qualify. Incentives 
are available from various 
sources (the state, local author- 
ities and the EC). Some are tar- 
geted at specific industries. 

Spain's international image 
received a boost last year when 
Barcelona hosted the Olympic 
Games, Madri d held the title of 


Cultural Capital of Europe and 
Seville was the location for the 
Universal iforhihitinn 

With the coverage given to 
Barcelona and Seville, few 
businessmen could have been 
unaware of Spain when listing 
alternatives for new factories 
and offices. 

• Italy: Across the sea from 
Barcelona, Genoa also put on a 
major event last year. How- 
ever, the 800th anniversary of 
Columbus’s discovery of the 
Americas was overshadowed 
by political and economic 
events. 

Attendance at Genoa’s fair 
was disappointing. Moreover, 
Investigations after its closure 
revealed that it had been 
wing ht up in Italy ’s massive 
tangentopoli (“kickback dty'’) 
institutionalised corruption 
scandal. 

Tangentopoli. which has 
seen foreign companies in the 
magistrates’ net, has revealed 
an almost total absence of cor- 
porate ethics. 

But this is only one of sev- 
eral factors to discourage 
potential direct investors from 
choosing Italy. 

The Sicilian Mafia and its 
Calabrian and Neapolitan cous- 
ins Is another. Although there 
seems to have been progress 
against organised crime ibis 
year, memories of the car- 
bomb assassinations of two 
leading magistrates last year 
will take a long time to fade. 

Italy's standing has taken a 
series of knocks, this summer’s 


Cyprus: a key regional distribution ■ 


crisis at the Ferrozzi-Montedi- 
son Group and the liq uidation 
at the ElftM state-holding cor- 
poration providing further 

Bvamplufi 

More th flr| a year after the 
liquidation, decision was taken, 
EFIM’s creditors are still 
awaiting payment from the 
state. Also in the queue for 
government money are busi- 
nessmen who have i n ves t ed in 
assisted areas and have not 
received promised grants. 

The crisis in Italy's public 
sector finanoas that the 
state is no longer able to hon- 
our its commitments. Officials 
say that all incentives 
approved will eventually be 
paid, but that time Is needed. - 

However, the uncertainty 
over capital grant payments 
that has been a feature of 
Italy’s regional development 
incentives for many yean is 
now joined by uncertainty of 
the development framework 
itself! 

Officials say that a new 
approach will ration and target 
incentive finance. Companies 
will have to submit projects to 
the Ministry of indus try which 
will rank them on the basis of 
evaluation criteria. 

With the Mezzogtarna (the 
south) now showing severe 
cracks in public order, in addi- 
tion to suffering from organ- 
ised crime, it is questionable 
that it will be a strong con- 
tender for foreign investment. 

Distance from main Euro- 
pean markets and public ser- 


vices that creak even more 
than in the rest of Italy have 
always been a handicap. 

Central and northern Italy 
wQl continue to offer interest- 
ing locations, being close to 
markets and enjoying better 
services. Particularly north of 
Tuscany, the strengths of the 
country’s versatile and flexible 
labour force are evident, 
although inflexible labour laws 
and high labour costs are a 
severe disincentive. But how 
Mediterranean is Milan? 

• Greece: There Is no doubt 
about the Mediterranean char- 
acter of Athens and other 
Greek cities, albeit the Levan- 
tine flavour is very different 
from Rome and Barcelona. 

Greece is also different in 
other respects, being more 
competitive on labour and 
other costs. The country has a 
longer membership of the 
European Community than 
Spain, having become a full 
member at the beginning of 
1961- 

L TKV its S panish and Ital- 
ian Community partners, 
Greece also tries to 
attract inward investment 
Substantial Infrastructure pro- 
jects are underway to encour- 
age this. 

Law numb er 1892, enacted In 
1990 by the then newly-elected 
New Democracy liberal govern- 
ment and miniatarial circulars 
and directives, provide the 
framework for encouraging 
investment in industry and 


tourism. The levels of incen- 
tive (grants, tax and acceler- 
ated depreciation allowances) 
depend on the prefectures 
where the investment is 
located. However, the whole of 
Greece is open to foreign 
investment. 

• Malta: Located in the centre 
of the Mediterranean, 100km 
from Sicily and 300km from tils 
African coast, the small (291 sq 
Inn) island of Malta has been 
making large efforts to attract 
foreign investment. Measures 
such, as the Industrial Develop- 
ment Act. the Malta Interna- 
tional Business Act and' the 
Offehore Trust Act, passed five 
years ago, are designed to 
boost foreign business activity 
in the republic. 

The emphasis given to elec- 
tronics, robotics and pharma- 
ceuticals manufacturing has 
yielded results. De La Rue. 
Dowty and SGS-Thomson are 
among those present However. 
Malta also has ambitions to' 
develop as an affehore. business 

and ftnanrfal centra. 

The authorities consider that 
the combination of suitable 
legislation, strategic position, 
good services and infrastruc- 
ture. and low costs should put 
Malta on short lists when for- 
eign companies are considering 
new locations. 

• Balkans: While the former 
Yugoslavia has been struck off 
lists of alternative locations, 
and seems unlikely to be read- 
mitted so on, Albania is a dif- 
ferent matter. 

The government wants to 
encourage foreign investment, 
and mnrbd legislation to 
effect in August last year. 

A diplomat with dose know- 
ledge of Albania says, however, 
that problems over land tenure 
are a brake on foreign invest- 
ment, and so also are Albania’s 
own cash shortages and lack of 
a banking system. 

Foreign exchange operations 
are usually through street 
dealers off the main square in 
Tirana. 

Albania is certainly a low 
cost country and this has 
attracted Italian businessmen 
wanting to escape the higher 
costs at home. However, it 
offers little at present for lead- 
ing international corporations- 
The di plomat says that in a 
few years “Albania should be a 
real alternative.’’ 

But businessmen will have 
to watt several decades before 
Tirana and Durrea offer that 
attractive Mediterranean life- 
style that- sets the Birmingham 
commuter day-dreaming. 

David Lane 


Focus on the island republic of Cyprus 

Mixing business 
with pleasure 


T ravellers with 

Cyprus Airways are Irft 
with few doubts about 
how many see the republic’s 
vocation. The current issue 
of the airline's Sur&U in-flight 

ntpganl i m wm hihn) 

five-and-a-half pages of 
advertising from accountancy 
firms and several more pages 
from banks, insurers and 

h n^noct matmg pniwrt 

services, reports David Lane. 

This year nearly two million 
tou rists will have enjoyed the 
sun, sea and sand of Cyprus’s 
resorts, and perhaps - 
discovered some of the Island's 
other . 

Those holidaymakers will mg 
to mix business with pleasure, 
or looking for entrepreneurial 
opportunities, are- urged by 
Dekritto & Touche to discover 
financial Cyprus. And Grant 
Thornton member Costonris 
Michael ides tells Surtfet 

readers that “nobody gets 
closer to offshore clients." 

Offshore operations is an 
important and growing sector 
of the economy -“last year, 
the Central Bank issued - 
permits for the registration 
of 2,039 offshore ente r pri ses, 
a record number,” says George 
Georglon, an official with the 
I nte rnational Division. 

By the end of last year more 
titan 10,000 had been Issued, 
about ^000 of which were In 
the past three years. . 

•Not an the licences are 
active. But over 1,000 


companies have offices, while 
. between 400 and 500 are brass 
plate operations,” adds Mr 
Georgton. . 

Gross foreign exchange 
revenues from offshore 
enterp ri s e s have doubled 
during the past five years, 
reaching CYP95m last year 

- “this was about 6 per cent 
of foreign exchange ea rn ings,” 
he adds. . 

- The Turkish invasion and 
occupation of the northern i 
part of the island in 1974 was « 
a stimulus for-turning Cyprus 
Into Internatio nal business 

centre. 

The first incentives were 
introduced in 1975 with 
enactment of legislation on 
income tax and exchange 
controls. 

Corporate profits are taxed 
at -05 per cent and expatriate 
employees working for 
offshore enterprises enjoy tax 
privileges. 

Printing to the republic's 
19 double taxation treaties, 

Mr Georgiou emphasises that , 
Copras Is not a tax haven- 
“the authorities vet 
applications carefully. 

Reporting requirements and 
adminfeteative procedural are 
strict, and good corporate 
conduct is a condition for - 
permit renewaL 
Scandal-avoidance to tiie 
watchword.” 


Continued on feeing page 


The crucial factors 


Continued from previous page: 
many countries and regions, 
success can depend on how 
well the applicant company 
argues its case. 

In most countries, factors 
determining the level of grant 
will jnrinrip the nrnnlw of jobs 
created, the degree of export 
business geperated and the 
high-tech content of the partic- 
ular process. Dr Vossen says: 
“Before an investor gets to an 
appraisal of incentives, there 
may be 20 technical chapters 
and numerous cost-structure 
considerations to go through. 
Only then will available incen- 


tives enter the equathj 
though they can cex 
prove critical in the final deci- 
sion-making process.” . . . 

But the pattern lias been' 1 
chang in g Given .the recession 
and the continuing drive to 
reduce investment costs, poten- 
tial inward investors are tend- 
ing to look at this extent of 
financial help available from 
outride agencies at a much ear-, 
liar stage in their calculations. 

More than ever, the financial 
help on offer locally will help 
deride which parts of the com- 
munity prosper from the next 
wave of corporate investment. 



How do you 
pronounce 


allonia 

big 


And how 
come it is 


No matter which way you pronounce it, Wallonia spells out good news for manufacturers. 
In independent reports, the French-speaking region of Belgium came out as one of the most 
productive regions in Europe. Even better - the US Department of Labor singled it out as having 
the highest productivity in terms of cost per unitin 199L Put it down to an excellent social climate 
and a well-educated workforce, coupled with the active support of local 
authorities and an enviable position (the German, French and Dutch borders 



news? 



are all within an hour’s drive). Wallonia has come a long way in the past 

^pmCEFOR 

few years - and intends to go even further: No matter how you pronounce it. INVESTORS 

MINISTRY OF WALLONIA REGION (Belgium) 
Investing: O.F.L Tel.: 32-81-32 14 53 Fax.: 32-81-30 64 00 Trading: D.A.H.E. Tel.: 32-2 211 55 11 Fox.: 32-2-211 55 70 


Geneva, an international centre of expertise 
and decision-making, is a privileged location for 
your company. 

An economic hub in the heart of Europe and a 

forum for peace in the world, Geneva offers you 
unequalled stability, modern and efficient 
transportation routes and infrastructures and 
quality services, it has proved to be a natural 
activity park in itself. Geneva takes pride In its 
personalized approach to hospitality and its 
exceptional quality of life. In short. Geneva has 
all the advantages of a large metropolis 
without any of the inconveniences. Why wait 
any longer? Get in touch with us and find out just 
how much Geneva has to offer you! 
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LOCATIONS IN EUROPE 5 


Cross-border moves by 
businesses often run 
into big problems. Yet 
good, advice on avoiding 
potential pitfalls is not 
hard to find: it just 
depends on investors 
accepting that they 
need guidance, reports 
David Lawson 


PLANNING A MOVE 


Where to go for expert help 




OE Lister was sure he 
knew the man in the 
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Ou5Seldorf restaur a nt - 
which seemed absurd, as he 
had only flown in from the US 
that-morning. 

Another couple of faces at 
the table also started to look 
vaguely familiar. 

He was too busy negotiating 
with an agent over the cost of 
office equipment to investigate 
further, but the puzzle 


was 


solved a few days later in a 
local bar after a hefty thump 
on the back and deafening 
shout 

“They were old Army bud- 
dies I had not seen in years,” 
he s ays. “Like me, the y were 
setting up German outlets and 
we h ad all chosen our old 
St amping ground. We were sta- 
tioned together nearby in the 
1960s". 

Every consultant dedicated 
to preaching the science of 
location analysis hag a similar 
story to tell: the Japanese 
entrepreneur who checked 
potential sites against a map of 


- 1 ’ 4, i 


Base for shipping 


Continued from faring page: 


What types of business chose 
Cyprus? General tr ading , 
marketing, distribution, 

regional management and 

consultancies are high on the 
list 

Coca Cola, re-locating its 
Near East offices from Cairo, 
is an example. Journalists and 
news agencies whose Cyprus 
bureaux cover the Near and 
Middle East are another. 

However, shipping is 
particularly important. There 
were nearly 100 ship 
management and maritime 
services companies operating 
in Cyprus at the aid of last 
year, and they accounted for 
about one fifth of the total 
of 4,100 staff employed by the 
Republic’s offshore 
enterprises. 

With 1,700 ocean-going 
vessels (totalling about 23m 
^gro&s tons registered under 
4the Cypriot flag), Cyprus is 
near the head of global 
shipp in g rankings. 

Mr Serghios Serghiou, 
director of the Department 
of Merchant Shipping, notes 
that Cyprus was historically 
a maritime power. Indeed, its 
ships are mentioned in the 
mad. However, today’s 
position owes little to 
tradition. 

“When Cyprus became 
independent In 1960, the 
government looked for sectors 
of relative advantage that 
should be developed, and 
stopping was identified. 

“The republic's first 
merchant shipping laws were 
enacted in 1963 and, like 
subsequent legislation, were 
modelled on UK laws,” says 
Mr Serghiou. 


manufacturing for export, and 
derogations can be mad<» for 
some inward investment 
projects - “our need for a 
more diversified economy and 
for technological upgrading 
in manufacturing has been 
highligh t ed by the sl o wdo w n 
In growth,” says Mr Andreas 
Charalambons, of the planning 
bureau. 

He mentions that the 
government established the 
Institute of Technology last 
year with the aim of raising 
the technological content of 
goods manufactured in the 
republic. 

“We are squeezed between 
developing and developed 
countries. We need to shift 
to higher added value in 
manufacturing, and to 
compete on quality rather 
than cost,” says Mr 
Charalambons. 

Lflce other officials, he 
underlines the republic’s 
commitment to an open, free 
market economy. 
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EVELOPMENTS at the 
end of the 1970s 
underlie Cyprus’s rise 
in the intern ati onal shipping 
league. After incidents 
involving Cypriot-flagged 
vessels, the authorities acted 
to strengthen regulation of 
the stowing sector, Mr 
Sergtoou’s Department being 
established In 1980. 

“Our 16 surveyors and 
maritime offices in Piraeus, 
London and New York 
demonstrate the aut horiti es’ 
determination that Cyprus 
should be a flag of prestige, 
not of convenience. 

“Enhancement of safety 
standards Is an objective. 
Though operating an open 
$ registry, Cypriot regulations 
aim for best maritime practice 
in vessels carrying its flag,” 
says Mr Serghiou. 

The republic’s favourable 
tax regime is the determining 
factor for shipowners and for 
third-party ship management 
companies. But there are other 
reasons why Cyprus has been 
chosen by the shipping 
industry and by many 
companies in other sectors. 

The island’s position at the 
junction of Europe and Asia, 
and dose to the Suez Canal, 
gives a strong geographical 
advantage. Good air 
connections and excellent 
telecommunications also draw 

^ badness. 


ELATIONS with the EC, 
whose members 
. currently take 60 per 
cent of Cypriot exports mid 
with whom a customs onion 
will be completed by 1997, are 
a central priority. Cyprus has 
applied for membership and 
the Commission gave a 
generally positive opinion this 
summer. Meanwhile, the 
republic’s economic indicators 
outshine many EC states. 
Growth has been strong, and 
the cu rr e n t account generally 
in equilibrium. 

Though the budget deficit 
and debt service ratios are 
low by EC standards, the 
government is nevertheless 
planning to strengthen the 
fiscal accounts - “this will 
permit liberalisation of 
commercial bank lending rates 
which are currently subject 
to a 9 per cent ceiling;” says 
Mr Charalambons. 

Removing this constraint 
should help the authorities 
to check infla tion, which has 
been on a steadily upward 
trend, albeit still only 6J> per 
emit last year. 

With per capita GDP of 
$11,281, Cyprus has a key 
indicator in-line with EC 
aspirations. But there are 
reservations among future 


Competitive rents and costs 
of labour and services earn 

points for Cyprus when 
location decisions are hang 
made. And a population with 

a Ugh level of education, plus 
an efficient civil service, have 
also helped to consolidate 
Cyprus’s popularity as an 


EC partners about the political 
situation. 

Since the Turkish invasion, 
the island has been divided 
by the 'Green Line,' policed 
by UN troops. The EC would 
like a return to normality; 
however, the division has not 
been a deterrent to the many 
foreign businesses that have 
chosen the island republic. 
Concents about security, large 
or small scale, appear to weigh 
lightly on businessmen. 

Notwithstanding the UN 
peacekeepers, the social 
climate is relaxed - and the 
foct that street crime is not 
a problem Is evidenced by the 
local practice of leaving cars 
unlocked. 

In a corner of the 
Mediterranean that has been 
characterised by conflict, lack 
of infrastructure and 
inefficiency, Cyprus offers a 
haven of tranquillity and 
functionality. 


Though it has been 
successful in estabtiriuui 

itself as an offshore and 
chipping centre, Cyprus l 
difficulty in attracting 


Restrictions on ft*tdgn 

ownership are a han^c^&dt 

there is an exempt Industrial 
Free Zone in Larnaea for 


ECONOMIC indicators 
F igures for 1992 (wffii projecta* 
tor 1993 In brackets): 

□ Real GDP growth: 8.5 per cent; 
(1.0 per cefltj. 

□ GNP per capita, $11,683; 
$11,281). . ^ 

□ Unwiptoymert rate: 1 A pa cent 

E.5 per cent) 

□ inflation: 6.5 percent; (5 percffliQ. 

□ Budget deficit (percentage ot 6DP): 
Z2 per cent, bdh yBara. 

□ Qffetwre companies maintaining 
offices in Cyprus: 988; (1090- 
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Europe's top golf courses; the 
British chairman who insisted 
on a distribution centre conve- 
niently close to a Riviera 
mni-rnfl where his yacht was 
berthed; and an Italian who 
rejected several suggested 
cities because the hotels and 

shopping did not impress his 
mistress. 

But most of the 2)0 or more 
of the leading inward invest- 
ments to Europe each year are 
a lot more scientific, according 
to Stephen Bradley of Plant 
Location International, a sub- 
sidiary of Price Waterhouse. 

Around half call in special- 
ists to organise the whole proj- 
ect and the rest usually farm 
out at least some of the tasks, 
ranging from aw piiring multi- 
million-dollar buildings to 
advising on the right car to 
drive in Spain. 

“The worst problem is when 
a group gets half way through 
a project and then finds it can't 
handle it" says John Siraut of 
Ernst & Young’s European 
Location Advisory Service. 

"Sometimes you have to 
push thorn back to square one, 
ques tioning whether they are 
even looking at the right 
areas.” 

Big international manage- 
ment groups have been han- 
dling cross-border investments 
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for but the tempo hug 

accelerated in the last couple 
of years. 

BothPW and E&Y dealt with 
around SO or 40 developments 
over the fast 12 months as 
companies rush to set up 
inside the Single Market or 
find new outlets in eastern 
Europe. 

Other advisers are also 
treading on their beds for a 
share of this prrpwnttiwg mar- 
ket, however. Property consul- 
tants have built networks of 
offices around Europe which 


can be tapped for the cross-bor- 
der acquisition of sites and 
premises. 

Richard Ellis, for instance, 
has just developed a master 
plan for Hewlett-Packard’s 
pr op e rt ies in Milan and bought 
a new headquarters site for 
L47bn. 

The Corporate Property 
Group also helps companies 
moving into the UK by helping 
choose locations and negotiate 
with local authorities and 
arrange finance. 

Jones Tang Wootton ftlaims 


to have broken the traditional 
link with landlords and devel- 
opers to act purely in the inter- 
ests rtf occupiers - “when a 
company asks us to recom- 
mend a location, we are not 
looking to buy or sen bufldings 
on our books but to find the 
best deal," says Andrew Burt, 
of JLW Corporate Real Estate 
Services. 

They also go further than 
rents and prices, deLving into 
other factors such as labour 
costs, housing and schools. 

His team is currently draw- 
ing up an appraisal of Lisbon, 
looking at facilities, such as 
restaurants and hotels. 

Another client aiming to set 
up a software centre wants 
information on universities 
which would provide a stream 
of graduates. 

Finance is another signifi- 
cant factor where advisers can 
prove invaluable. Every Euro- 
pean country has an army of 
official information centres, 
ranging from individual towns 
through government develop- 
ment agencies to a network of 
European Commission offices 
dedicated to offering the best 
deal on grants, incentives and 
loans. 

Trying to work out the best 
deal can be daunting, however 
- “it can be crucial, for 


instance, whether you choose 
to locate on the Swiss side of 
the Italian border or vice 
versa,” says Mr Bradley. 

Grants and incentives are so 
fiendishly complicated that 
Price Waterhouse’s guide is 
more than an in c h think and 
needs updating each two years. 

A more immediate source of 
costs and incentives for «mh 
region called Eurosite is held 
by PLI on a computer data- 
base. 


I NDEPENDENT researchers 
also feed in a growing body 
of information. Companies 
can compare the expense of 
keeping staff in various loca- 
tions through indices for every 
major city compiled by the PE 
Centre for Management 
Research. 

It also produces and con- 
stantly updates guides to sal- 
ary levels and European per- 
sonnel policies. 

“A successful move often 
depends on detailed knowledge 
of non-finanrial matters such 
as whether you need to pay 
maternity benefits in Spain, 
where to get health care in St 
Petersburg or how to deal with 
industrial tribunal procedures 
in Switzerland,” says Anita 
Saunders of Hamptons Reloca- 
tion. which will be providing 


house-price information for the 
PE cost index this year. 

Such legal and cultural 
quirks are constantly on her 
mind as she deals with the 
least predictable factor in 
cross-border investment - peo- 
ple. 

Most of the leading advisers 
farm-out movement and reset- 
tlement of staff to specialists 
like Hamptons because they 
just cannot handle the variety 
of demands, and strong emo- 
tions, involved 

Finding the right home, the 
right schools, perhaps the right 
golf courses - and simulta- 
neously pleasing a spouse who 
might not be thrilled about 
moving - requires endless 
diplomacy, tact and patience. 

You may have to tell an 
executive that driving a flashy 
company car is not the done 
thing in Spain. His wife might 
need s imilar persuasion not 
put too much importance on 
the marvellous kitchen which 
attracted her to a Turin apart- 
ment; the Italians often take 
such fittings along when they 
move. 

Many cross-border moves 
turn into a disaster - and two- 
thirds of those failures are 
because businesses choose the 
wrong location, says Mr Brad- 
ley. Yet advice on avoiding the 
potential pitfalls is not hard to 
find; it just depends on inves- 
tors accepting that they need 
guidance. 

Rediscovering your Army 
buddies or playing on the best 
golf course in Europe rarely 
balances out the cost of a false 


move. 


Company 


Location: 


What’s New 


in Europe? 


Locating in Europe 
is now a corporate 
priority. The E.E.C.’s 
340 million people 
make up one of the 
world’s biggest and 
richest markets. 


come businesses of any 
size, ranging from 
world-class multina- 
tionals to mid-size 
companies. 


Access to Mediter- 
ranean basin markets is 
direct. The Var is with- 
in easy reach of Nice 
and Marseilles Intema- 


and 


tional Airports 
already has its own 
High-Speed Train. 


But where 
locate ? 


do you 


For twenty years, 
the South of France has 
been a strategic Euro- 
pean crossroads with a 
highly productive con- 
centration of R&D 
facilities, high-tech 
industries, universities 
and specialized gra- 
duate schools. 



Attractively priced 
business and industrial 
premises of every type, 
customized installation 
assistance services, a 
state-of-the-art tele- 
communications infra- 
structure and a highly 
qualified work-force. 
These are just some of 
the features that make 
today’s Var a business 
hub for companies 
seeking a productive 
European installation. 


The Var Region is at 
the very heart of the 
Mediterranean arc. The 
Region has intention- 
ally and intelligently 
prepared itself to wel- 


The Var 


COte d'Azur Region 


Now add an excep- 
tional quality of life, 
Mediterranean creativ- 
ity and the sheer plea- 
sure of living and 
working in a superb 
environment and you 
have the Var’s formula 
for success. 


The Mediterranean Hub 




To receive more information on The Var Region , please return this coupon to Ms. Armelle Pruvost. Regional Economic Council. 
Regional Economic Council - Maison des Technologies - place G. Pompidou - Quartier Mayol - 83000 Toulon - France - Phone : (33) 94.03.89.20 jj 
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T he olive groves of 
Provence are not the 
most obvious location for 
one of Europe’s most success- 
ful business parks, yet nestling 
among the hills behind Antibes 
on the COte d'Azur is Sophla- 
AntipoHs, a Silicon VaHey-styie 
concentration of hundreds of 
production plants and offices. 

Sophia-Antipolis is the sort 
of business park that govern- 
ments tend to like best. 

It was founded as a science 
park in 1969 on a rocky patch 
of the Provencal coast where 
the quality of the soil was so 
poor that even the lowliest 
local fanners disdained it 
The patchy piece of Provence 
now houses 900 different com- 
panies spread across 2^00 hect- 
ares. 

Most of its occupants are 
subsidiaries of large multina- 
tional groups. Many of the 
employees are senior execu- 
tives or skilled technicians 
who have been brought in 
from different regions. But the 
companies at the park have 
also created thousands of jobs 
for local residents. 

Sophia- An tipolis is an expen- 
sive place to operate. The rents 
are high and each occupant is 
obliged to respect strict plan- 
ning controls such as height 


France: the high price of property deters potential investors, reports Alice Rawsthom 

Many advantages - except the cost factor 




On the move: Hoover, the US household appliances company, cited the 
idgh cost of operating In DQon, eastern Frmca an one of the main 
reasons for switching production to Scotland. pmum and c«wap 


restrictions and tree replace- 
ment. 

Yet, even at a time of wide- 
spread European recession, 
there is a waiting list of 
would-be new occupants and 
Sophia-Antipolis is now 
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regarded as a role model for 
business and science parks 
throughout Europe. 

The pros and cons of Sophia- 
Antlpolis as a c o rpor a te loca- 
tion are, in many ways, 
remarkably 4 TT ” >gr to those of 
Prance itself. Both offer the 
advantage of good logistics and 
a high standard of living, but 
are bur dened by th e disadvan- 
tage of comparatively high 
costs. 

One of the main attractions 
of France to incoming busi- 
nesses is its position - hang in 
the mi»Miw between northern 
and southern Europe. 

Only a few years ago it 
looked as though, the expan- 
sion of eastern Europe might 
make more central countries, 
such as Austria or Germany, 
more attractive. But those 
fears have abated - partly 
because the challenge of 
rebuilding eastern Europe has 
been so much more compli- 
cated than expected and partly 
because the cost of operating 
in Austria and Germany can be 
even higher than France 


Cordis, a OS-owned medical 
products company, set up a 
production and distribution 
centre at Sophia-Antipolis in 
1984. 

It has operated in Europe for 
25 years from its original base 
in the Netherlands, hut decided 
in the early 1980s that it 
needed another base which 
would be more accessible to 
southern Europe. 

The company opted for 
Sophia-Antipolis, according to 
Mr Jacques Le Guillenn, 
.executive, mainly because it 
was in a pleasant environment 
and dose to an excellent air- 
port 

Ease of access was also one 
of the reasons that Dis- 
ney, the US entertainment 
group, chose France as the 
location for EuroDisneyland, 
its extravagant theme park. 

EuroDisneyland may have 
Had more Hum its fair share of 
financial problems since Its 
launch in spring last year, but 
Disney has repeatedly 
defended its choice of northern 
Paris as the park’s location. 

The choice of France as the 
location is one thing that I'm 
sure we got absolutely right,” . 
said Mr Michael Eisner, Disney , 
chairman. 

Th e high quality of life in 
France is another factor that 
tends to tempt companies to 
choose it as a business loca- 
tion. 

Tepar, another occupant of 
Sophia-Antipolis, is the sort of 
company that could be based 
anywhere in Europe. 

It is a joint venture between 
five International oil groups, 
including Texaco Of the US and 
Elf Aquitaine of France, that 
operates a pan-European pay- 
ment card for truck drivers. 

The only considerations for 
Tepar in choosing its location 
were good communications - 


its executives need to travel 
regularly and it needs access to 
a sophisticated comp ute r sys- 
tem - the availability of mul- 
ti-lingual staff to staff its 
truckers* helpline and there is 
a pleasant envi ronment for its 
employees. 

Mr Carl Clump, its British 
chief executive, says that 
southern France satisfied all 
those criteria. He commutes to 
his Sophia-Antipolis office 
from his home in rural Prov- 
ence. 

However, France has a sig- 
nificant disadvantage as a 
business location: cost. Qua of 
the main areas of high expense 
is property, which is still costly 


even after the recent fall in 
Paris property prices. More- 
over, French local government 
is so bureaucratic, particularly 
in areas such as planning , 
any company Investing in 
France has to deal with a bar- 
rage of rules regulations. 

T HE employment system 
Is also costly and com- 
plex. French workers 
generally get a reasonable deal 
in terms of pay and employ- 
ment protection. They have a 
39-hour working week and 
guaranteed minimum wage, 
the Smic or salaSre minimu m 
da croisstmee of FFr5,900 a 
month. Employers are obliged 
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to make substantial social 
security contributions for their 
workers and to observe a rela- 
tively low retirement age of 60. 

Further, the French trade 
unions are still comparatively 
strong - particularly whan it 
comes to defending members’ 
interests. This scenario cf high 
costs and a potentially stroppy 
wor k force undoubtedly deters 
whim companies from invest- 
ing in the country. 

This factor has . even per- 
suaded some businesses that 
are already fixers to switch, to 
less expensive locations. Ear- 
lier this year, Hoover, the US 
household appliances com- 
pany, cited fixe coat af operafr- 
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mg. in France as one of the 

main JBBSODS for its d0cW(® ® 
switch part rtf tha production 
at its DQoa plant to a factory 
in Scotland. France's new cen- 
tre-right government has t 
responded by trying to make - 
the employment system more 
flexible. 

Mr Michel Gfraud, employ- 
ment minister, recently 
unveiled a package of propos- 
als which included reducing 
employers' social security con- 
tributions for low paid work- 
ers, replacing the 39-hour week 
with a more flexible annual 
equivalent total and measures 
to encourage part-time work- 
ing. It remains to be seen 
whether Mr Glrand’s measures 
will succeed- 

In the meantime, Sophia-An- 
H pnHfl shows no sign of suffer- t 
fog — it is now in the throes of 
doubling in size to try to 
accommodate its prospective 
new occupants. 
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GERMANY 


The allure fades 


*• 


The Preferred Location Ljfe 


Britain is by far the preferred location in Europe for 
inward investment. Already over 5.000 companies 
from North America. Europe. Japan and the Pacific 
Rim have recognised the commercial advantages of 
Britain as a base. 

The Invest in Britain Bureau is here to help your 
company locate or expand in Britain. 


To arrange for a Briefing on Britain contact 
Malcolm Day; Director. Invest in Britain Bureau. 
Department of Trade and Industry. Kingsgate 
House. 66-74 Victoria Street. London SW3E 6SW 
Telephone 07 1-2 15-25 13. Pax 071-215-845 1 . 

Or contact your nearest British Embassy or 
Consulate-General. 


First Locate the Facts. Then Locate in Britain. 


The cost of employing 
workers in western 
Germany looks especially 
high compared with the 
cost of labour in the 
fledgling democracies of 
eastern Europe, reports 
David Waller from 
Frankfurt. 


T EN DAYS ago Chancellor 
Helmut Kohl told the 
flower of Germany’s 
business and financial estab- 
lishment, assembled in Frank- 
fort to watch Mr Hans Het- 
meyer being anointed as the 
new chairman of the Bundes- 
bank, that a “stability-ori- 
ented* monetary policy was 
the best long-term guarantee 
for German growth and jobs. 

In the long-term, low infla- 
tion and a stable D-mark may 
■indeed preserve the attractive- 
ness of Standort Deutschland 
- Germany as a place to do 
business. But German indus- 
try, currently struggling amid 
the country's worst recession 
since the second world war, 
may be forgiven for judging 
high short-term interest-rates 
and a strong D-mark - the 
direct consequences of the 
Bundesbank’s stability policy 
- as factors which dimmish 
rather than enhance Ger- 
many’s attractions as a busi- 
ness location. 

On the very day that Kohl 
was speaking in Frankfurt, 
newspapers carried the story 
of Daimler-Benz’s derision to 
build a factory for its Merced- 
es-Benz automobile subsidiary 
in the town of Vance in Ala- 
bama in the south-oast of the 
US. Following moves by other 
German companies to set up 
manufacturing facilties 
abroad, this came as a graphic 
reminder of the disadvantages 
of Germany as a business loca- 
tion. 

Taxes are high - taxes and 
social c on t ributi o n levies are 
set to rise to a record 44 per 
cent of western German GDP 
by 1995, reflecting the planned 
introduction of a min- 

eral oil tax, higher contribu- 
tions to pensions insurance, a 
new solidarity levy. Increased 
wealth tax. 

Wages are also high. The 
reunification of the two Ger- 
manles in 1990 brought about 
a boom for western German 
companies. Wages . were 
increased as if these hoomar- 
tig’ conditions would carry on 
for even but the special eco- 
nomic circumstances bro ugh t 
about by reunification died - 
away suddenly in the last half 
of L9S3. The world recession- 
ary cycle caught up with a 
vengeance and GDP for the 
west of the country will fall by 
2£5 per cent this year - the 
worst recession in Germany’s 
post-war history - “there are 
not many things to make Ger- 
many attractive at present,” 


sums up Nr Joachim Pels, an 
economist at Goldman, Sachs 
in Frankfurt “ Geographically 
fixe country Is at the heart of 
the European Community and 
the new markets in eaktehi 
Europe. But against tills you 
have to weigh the fact that 
costs are too hlgfo in particu- 
lar labour costs. 

“German labour used to be 
highly productive, and the 
workforce remains highly edu- 
cated and used to wortdngin a 
high-tech manul bctu rt ng envi- 
ronment. But both direct 
labour costs and indirect 
labour costs - such as payroll 
taxes and social services con- 
tributions - are very high. 
Can productivity keep up with 
fiie rise in costs? Hie answer 
is no: mtit labour costs are too 
Mgh." 

Hie east of employing work- 
ers in Germany looks espe- 
cially high when one takes 
into account the cost of labour 
in the fledgUng democracies of 


The quality of workmanship 
in Hungary or the former 
Czeduslovalria may hot be up 
to Germany’s fabled levels: 
but it does come .considerably 
more cheaply. Goldman Sadis 
calculated ta early ma tt cost 
an average of DM6,575 to 
employ a worker in western 
Germany - compared to 
DM882 in Hungary, DM401 In 
the farmer Czechoslovakia and 
DM867 in Poland. •••••• 

T O illustrate what this 
means in practical terms, 
KPMG Manag ement Oon- 


and Ireland also score 100. 
Germany is flw least attractive 
manufacturing location, with 
a setae of about 70. 

. A shortlist iff three loca- 
tions is drawn up: Manchester 
to fixe UK, Dflssddorf to Ger- 
many and Budapest in Ger- 
many. At .this stage fin assess- 
ment of fixe relative merits of 
the three possible sites 
becomes more refined, taking 
into account qualitative fac- 
tors such as sub-suppliers, ^ 
working practices, product! v- %' 
My, health, mbmisation, man- 
ufacturing’s share of the coun- 
try’s GDP, as .well as 
proximity to ■ markets and 
research capability. 

It Is dear that according to 
these qualitative consider- 
ations, Hungary is not as 
attractive as Germany or the 
UK. But factor In toe costs mid 
Germany remains the least 
attractive of tha t hree: to pure 
profits terms KPMG- calculates 
that toe factory to Dflssddorf 
would mak e an annual after- 
tax r etur n of £5.4m compared 
to £2L3m to the Manchester 
and £20 Jm to Bundapeet 

If incentives were not avaQ- \ ■ 
aMe^. the Investment to Ger- 
many would yield a £7m toss, 
reduce the UK profits to £9m 
mid barely change toe £20m 
profit to be made in Hungary. 

- European companies are 
making calculations such as 
these evezy stogie day of the 
week. Even allowing forquali- 
tative factors, Germany looks 
unattrac ti ve. 

Kecognidhg this, the Ger- 
man. gov ernm ent, has started 


suiting has put together* case to addteto the issue of German 


study focussing mi a propose d 
£L00m project to build new 
television manufacturing facil- 
ity. Hie company is seeking a 
greenfield rite to trafld a mod- 
em factory wWeh win produce 
500,000 units a year and 
employ lyUB people. 

Key criteria tor chostng the 
investment location are costs; 
access to new growth markets 

- one of which is the east of 

germany - together .with 
dependability of pioductirtii 
and supply of components and 
sub-assembly. ' F 

Initial calculations show 
that labour costs for the fac- 
tory would amount to' nodd y 
£45fli a year ta Germany, £35m 
in the Netherlands, about 
£25m a year to the- UK and 
Ireland and about £8m.aysar 
to Bungaiy. Set against this is 
the distance fron the manufac- 
turing site to the companies 
main markets, weighted by 
market size. Taking the UK as 
100, Hungary rates , as 145 
whilst Germany and France 
are at around 95. 

KPMG tftpw assigned weight- - 
tags to these and other-criteria. 

- the question of labour costs 
being five times more Impor- 
tant than market pro ximi ty^ 
and researc h capability. Hun- 
gary emerges as nine times 
more attractive than the UK*:, 
Its nearest c ompetito r. Taking 
the UK as 100 , Hungary , 
achieves a score of 450. Franco 


co mpetiti veness, this autumn 
PrtbHshtag a paper on securing 
the ftttatfe of Germany’s eoo- 
. popuio.bgifb.Att toe process of 
adjustment, will .be slow and, 
in the meantime, companies A 
wffl.qhq^te^ntaifiieir facto- ^ 
ties to Manchester or Buda- 
pest, rather tijan DOsseldorf. 

Or even, g» as- far afield as 
Vance, Alabama. 
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eaiy after three years 

of deep recession and 
wary of what may 
sfin occur m neighbouring 
Russia, . Finland is looking to 
the year ahead to establish a 
recovery in the economy and 
to plot the political path it will 
follow m the second half of the 
decade. 

. Th a nks to a resurgence in 
■ exports, the economy is set to 

return to growth in 1994 after a 

traumatic depression. National 
output has shrunk by fully 10 
per cent since the turn of the 
decade and unemployment has 
mounted from below 5 per cent 
of the workforce to 20 per cent 
in a country that in the 1980s 
bad become one of Europe’s 
most affluent societies. 

. On the strategic front, Finns 
watched - with more anxiety 
thanmost - the events unfold- 
ing across their long border 
with Russia last week; they 
will be hoping that 1994 will 
see : President Boris Yeltsin 
entrench democratic and eco- 
nomic stability in the neigh- 
bour that has always loomed 
ominously over Finland's east- 
ern shoulder. 

More than that, the govem- 
.ing centre-right coalition of Mr 
Esko Aho,. the prime minister 
as well as the Social Demo^ 
cratic opposition, intend that 
next year will see a successful 
outcome to Helsinki's negotia- 
tions for membership of the 
European Community, which 
they regard as an essential eco- 
nomic and political anchor for 
Finland in the post-cold war 
. world. ._ 

' The beginning of the year 
will also bring a change of 
national leadership. Elections 
in January for a successor to 
^President Mauno Koivisto will 
Ffbr the first time be held by 
universal suffrage, adding 
political weight to the office of 
head of state. The strong 
favourite is Mr Martti Ahti- 
saari, candidate of the Social 
Democrats and prominent 
United Nations diplomat, who 
enthusiastically advocates 
Finnish membership of the EC. 

But although the outlook is 
brighter, many obstacles 
remain which suggest that Fin- 
land still faces a bard slog to 
restore the prosperity and con- 
fidence it enjoyed in the 1980s. 

Already, the government has 
had to revise downwards its 



TampoVs Power's pulverised coal-llred boiler for tin Meri-Pori power station «wfi be Finland's largest when commissioned at the end of the year 

A hard slog lies ahead 

The economy should return to growth next year after a deep depression, writes 
Hugh Carnegy. But unemployment will stay high for the rest of the decade 


earlier projections of 3 per cent 
growth next year. The weaker 
than expected condition of key 
export markets, particularly 
Sweden and Germany, and the 
persistence of low demand and 
high savings ratios In the 
domestic economy have com- 
bined to push down official 
growth estimates for 1994 to 
around 1 per cent, a level 
which will barely make a dent 
on unemployment 
Mr Abo's government is also 
constrained by a high budget 
deficit -r running at around 10 


per cent of gross domestic 
product - and a concern to 
rein in a foreign debt which 
grew rapidly over the past 
three years to reach 50 per cent 
of GDP. Progress has been 
made, with public spending 
pegged in real terms at 1991 
levels and a current account 
surplus anticipated next year 
thanks to the recovery in 
exports. 

But the high cost of unem- 
ployment payments and the 
heavy costs of rescuing the 
loss-ridden banking system 


from collapse have slowed the 
process of righting the imbal- 
ance in the public finances and 
squeezed out any possibility of 
a significant fiscal stimulus for 
the economy. 

“We have a special interest 
to stimulate the domestic econ- 
omy," Mr Aho said in an inter- 
view with the FT. “But the 
problem is that there are very 
tight limits for stimulation. 
The main way to stimulate the 
economy is to push interest 
rates downwards and keep 
them down.” 


Interest rates are at their 
lowest level for decades, 
steadily reduced since the 
markka was floated in Septem- 
ber last year and quickly lost 
more than 25 per cent of its 
value. But recovery in invest- 
ment has been slow to appear 
as companies and private indi- 
viduals prefer to play down the 
debts they still carry from the 
carefree days of the 1980s. 

The uncomfortable reality is 
that, even under the most opti- 
mistic projections, unemploy- 
ment in Finland is set to 


remain above 10 per cent for 
the rest of the decade. 

Mr Abo's Centre party and 
his conservative coalition part- 
ners see more far-reaching 
structural reforms as a way to 
engender more long-term 
growth. But there is still con- 
siderable resistance to the 

notion of wholesale changes in 
Finland's highly-developed 
welfare and social systems. 
Attempts, for example, to 
lower minimum wages for 
young workers have been 
largely blocked by the labour 
unions. 

A key element in the govern- 
ment's long-term economic 
strategy for Finland lies in 
joining the EC. Helsinki has 
already signed up to join the 
European Economic Area, the 
open market agreement 
between the Community and 
the countries of the European 
Free Trade Association. But, 
like the governments in neigh- 
bouring Norway and Sweden. 
Finland wants to advance to 
full membership to bring the 
economy fully within the EC 
fortress, not least to ensure 
that Finnish investment does 
not migrate, and to help attract 
Inward investment 

The desire for EC member- 
ship extends well beyond the 
economic arg ument, however. 
It is seen in He lsinki as an 
important strategic reposition- 
ing of the country after the end 
of the cold war. 

Throughout the east-west 
confrontation after the second 
world war, Finland, which 
established its independence 
from Russian rule only in 1917, 
steered a course of neutrality, 
which was respected by the US 
and the Soviet Union alike. 
Lucrative trade agreements 
with the latter were the basis 
for much of Finland’s surge to 
prosperity - and a primary 
cause of recession when the 
Soviet Union collapsed. 

Now relationships with Rus- 
sia are less ce rtain. Initial fears 
of chaos across the border and, 
perhaps, floods of Russian refu- 
gees, have subsided, notwith- 
standing the dramatic events 
in Moscow this month. Finland 
has established strong political 
and trading ties with the new- 
ly-independent Baltic states, 
particularly Estonia, which lies 
less than 50 miles away across 
the Gulf of Finland. In a revi- 


talised Baltic region, it sees St 
Petersburg, with its 9m popula- 
tion, as a lucrative potential 
market 

But Helsinki is nevertheless 
looking to membership of the 
EC - and participation in the 
Community's evolving political 
and security structures - as its 
strategic anchor in the new 
order and an insurance policy 
against future instability in 
Russia. 

By no means all Finns are 
enthusiastic about joining the 
EC, however. Although opinion 
is more favourable than in 
Norway and Sweden, polls still 
show a strong hostile minority. 
Opposition covers issues from 
the fear of rural co mmuni ties 
that they will lose generous 
subsidies, to fears of a loss of 
Finland's freedom. Opinion 
divides within political parties, 
with Mr Aho’s Centre party, 
for example, split an the issue. 

“Finns are used to the idea 
that freedom and independence 
are one and the amp thing 
and that anything which 
impinges on independence 
impinges on their freedom, " 
says Mr Kaakko Honiemi, 
director of the Centre for Finn- 
ish Business and Policy 
Studies. 

The government has prom- 
ised a referendum on the issue 
which will be held sometime 
late next year if the target of 
jo ining in 1995 is to be met. 
Much will depend on achieving 
an accession agreement in the 
negotiations now under way 
with Brussels that the govern- 
ment can "sell” to the elector- 
ate as a good deal for Finland. 

Hence Mr Aho has adopted a 
tough negotiating stance, 
demanding EC subsidies for 
Finland's formers and t»nfrng 
an the Community to accept 
the special needs of the Nordic 
region. “They have to accept, 
in a way, new policies - a new 
approach - like they did when 
Portugal and Spain joined." 
says Mr Aho. “Then it was the 
southern approach. Now it is a 
question of the northern 
approach." 

The campaign to win support 
for Finland's EC membership 
should receive a boost in Janu- 
ary when Mr Ahtisaari is 
expected to win the presidency. 
He, more than any of his eight 
opponents for the post, 
espouses the cause and. 
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Indeed, he is a potent symbol 
of an active Finnish role inter- 
nationally. 

Finnish presidents have 
tended to play a less active 
political role than the constitu- 
tional powers of the office 
allow, but Mr Ahtisaari has 
signalled that he intends to 
take the lead in foreign policy 
that the constitution affords. 

His feme is built chiefly on 
his role as a UN envoy - nota- 
bly heading the UN's operation 
overseeing Namibia's transi- 
tion to independence. His pop- 
ularity at home has undoubt- 
edly been enhanced by the fact 
that he is not associated with 
the disasters that have over- 
taken the country in the past 
few years. His voice could be 
vital In cementing opinion in 
favour of EC membership. 
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FINLAND 2 


The economy is in need of structural reforms, reports Hugh Carnegy 

Weak recovery is forecast 



Iff KEY FACTS _ll 

Area — 304,593 sq km 

Prime minister ~ — 


5.03m i 

.Esko Abo 

Awraoe exchange rate . 1991: 31=4-0440 1992: S1=4.4734 


1991 

1992 


124.5 

109.6 


-6.4 

-0.3 

Components of GDP (%) 

Private consumption — 

21.7 

23.9 

25.9 

24.9 

Government consumption-—.. 

21 £ 
55.1 

18.8 

55.3 


-22.3 

-24.7 

Annual average % growth in 

4.3 

2.9 

Wages: hourty earnings. 

6.1 

-9.8 

-0.8 

2.6 

22 

-3.9 

, ■ 

tl 


-19.4 

-19.4 


-A3 

3.9 


6.5 

02 


10-5 

15.4 

Reserves minus gold ($bn)* — 

7.6 

8-5 

52 

9.5 

FT-A share {vice Index (96)*“ — 
Current account balance f$m) — 

-13.7 

-6,695 

22^16 

12.8 

-5,104 

23,554 


20,195 
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2^21 

3,851 


Exports 

Imports 


6-0 

6.1 
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15.6 

6.7 

16.9 

4.6 

IK , llM - .. 

10.7 

8.6 

USSR (former^ 

42 

8.0 

pf*v. ' - ..... 

19.6 

20.0 

EC — - 

53-2 

47.2 
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OVER the past three years, 
Finland's economy has suf- 
fered a Juddering recession 
spectacular even by the recent 
grim standards of western 
Europe. 

Real output declined by io 
per cent over 1991 and 1992 and 
at best will be flat in 1993. 
Unemployment reached 20 per 
cent in July. The banking sec- 
tor lurched into losses so 
severe that the state will spend 
some FM60bn or more to bail it 
out The budget deficit has bal- 
looned to around 10 per cent of 
gross domestic product and for- 
eign debt has doubled to 
almost 50 per cent of GDP. 

But at last there are signs 
of a respite. "The F innis h econ- 
omy is not going to continue 
going down the drain, 1 * asserts 
Mr Sixten Korkman, the chief 
economist at the finance minis- 
try. "Next year there will be 
some recovery, even though it 
will be weak." 

Mr Korkman is not letting 
optimism get the better of him. 
In fact, his projections of l per 
cent GDP growth in 1994 are 
more gloomy than last month's 
OECD report on the F innis h 
economy, which foresaw 
growth of 2.1 per cent next 
year. 

But he is confident that a 
dramatic surge in exports 
already under way, following a 
50 per cent fall in the value of 
the Finnish markka over the 
past two years, will drive a 
return to growth. The current 
account may move into sur- 
plus, easing the foreign debt 
burden and underpinning low 
interest rates. 

The problem is. as Mr Kork- 
man readily acknowledges, 
that the domestic economy, 
which is the only realistic 


source of significant employ- 
ment growth, remains stuck 
deep in recession. 

Much of the explanation for 
this lies in the continued hang- 
over from an exaggerated for- 
eign credit boom in the late 
1980s which burst when Fin- 
land's mainstay trade with the 
former Soviet Union disap- 
peared and international reces- 
sion hit simultaneously. 

Suddenly, interest rates - 
which generous tax allowances 
had rendered negative in many 
cases - went up steeply, asset 

Gross Domestic Product . 


At market prices (Index 19 &&* 1 Q 0 ) 



values tumbled and foreign 
debt soared in markka terms. 
Savings ratios rocketed and 
are set to stay high while thou- 
sands of individuals and com- 
panies unwind their debts. 

The result has been a slump 
in private consumption. Mean- 
while, the government has 
embarked on a spending 
squeeze to try to control its 
rising deficits. Overall domes- 
tic demand is set to foil by 5 
per cent this year, the third 
year of shrinkage in succes- 
sion. The OECD sees a Further 


small decline next year. 

“I am quite sure the domes- 
tic economy will remain slow 
even when it turns around.” 
says Dr Sirkka Hamaiainen, 
governor of the Bank of Fin- 
land. "I am sure households 
will remain very reluctant to 
take on new debt.” 

Government policy can he 
summed up as a mixture of 
tight fiscal policy and rela- 
tively loose monetary policy. 
Mr Qro Viinanen, the finance 
minister, haw been adamant 
that the scale of the deficit 
leaves no roam for expansion- 
ary measures in the budget - 
especially with rising unem- 
ployment and the hanking 1 cri- 
sis adding heavily to govern- 
ment expenditure. The 
government Is sticking to its 
target of holding down public 
expenditure in real terms at 
1991 levels. 

Instead, with inflation at less 
than 3 per cent, the steep foil 

in the value Of the markka and 
tumbling interest rates are 
looked to as the chief sources 
of economic stimulus. 

But here, too, the authorities 
have been reluctant to go too 

for. The finanrg minis try an d 

central hank are now ready to 
admit that their defence of the 
markka's link to the exchange 
rate mechanism of the Euro- 
pean Monetary System, which 
they finally broke by floating 
the currency in September last 
year, was misplaced, given the 
depth of the recession the 
country was suffering. 

Still there is concern about 
the level of the markka which 
has restrained the central bank 
from letting short-term rates 
fall below the 6 per cent level 
at which they currently stand. 

"We could not have pushed 


down interest rates foster,” 
says Dr Hamaiainen. "With 
hindsight you might say that 
if we had floated in 1991 then 
we could have had lower inter- 
est rates. But after we floated 
the currency last autumn, in 
practice our freedom to cut 
interest rates was low because 
of the high levels of foreign 
debt both in the public and pri- 
vate sector, hi many ways we 
have been, in a trap” 

The policy approach of the 
authorities was largely 
endorsed by reports on the 
economy commissioned from 
three foreign economists ear- 
lier this year by the Bank of 
Finland. All stressed the 
importance of getting the 
nfltirmfli fTnanpps back h»tn bal- 
ance. Two - Professor David 
Currie of the London School of 
Economics and Professor 
Christian Bcrdes from the Uni- 
versity of Bordeaux - agreed 
that, for the timp being, con- 
trolling the deficit and lower- 
ing interest rates was the way 
forward. 

"A tight fiscal stance coupled 
with a loose: monetary stance 
offers the best prospect of eco- 
nomic recovery, of tarkTinp the 
twin debt problem of internal 
and external debt, and of main. 
taining a competitive level of 
the markka, boosting exports 
in a difficult world trading 
environment," wrote Prof Car- 
rie. 

The third economist - Mr 
Hans Tson SOderstrOm of the 
Stockholm School of Econom- 
ics - differed by suggesting 
that unemployment, set to 
remain above 12 per cent five 
years hence, was so severe that 
some loosening of fiscal policy 
was justified. He said Finland's 
gross public debt was not 


excessive by international 
standards and the country 
could contemplate a demand 
stimulus in Hie form of tax 
cute. 

However, the dear message 
from all three economists was 
that F inland must also under- 
take difficult structural 
reforms to underpin a return 
to sustained long-term growth 

Mr Sdderstr&m identified 
these as including: deregula- 
tion and reduced subsidies in 
the sheltered domestic econ- 
omy ; a shift in public spending 


from consumption and transfer 
payments to inve s tment; recap- 
italisation of the banking sys- 
tem and increased labour mar- 
ket flexibility. “The need to 
combine demand and supply- 
side measures and short-term 
policy action with long-term 
policy commitments into one 
comprehensive policy pro- 
gramme poses a serious coor- 
dination and cre dibility prob- 
lem.” wrote the Swedish 
economist. 

While there has been a high 
degree of cooperation between 



the government and the oppo- 
sition Social Democrats in par- 
liament over fiscal policy 
recently, there is no doubt that 
structural reforms raise much 
greater difficulties. Already the 
powerful trade union organisa- 
tions have curbed government 
efforts to lower minimum wage 
levels. Privatisation has yet to 
get seriously under way. 

But among policymakers 
there is a growing realisation 
that changes are necessary. Mr 
Viinanen, the finance minister, 
recently described Finland's 


extremely high levels of unem- 
ployment benefits as “a can- 
cer” on the economy. Some 
60,000 jobs in the public sector 
have been axed in recent yean. 

“There is still a long way to 
go on labour market reforms,” 
says Mr Korkman. "But I think 
there have been many pro- 
found changes in the public 
sector. Ministries are really 
cutting expenditure and 
improving efficiency - even 
though the result is to increase 
unemployment. The mental 
attitude has changed.” 

. \v 


DURING THE chilly depths of 
their long, dark winter, Finns 
will vote next January for a 
new president whom they 
hope will preside over the 
country's emergence from 
three years of national gloom. 

All the signs are that they 
will choose Mr Martti Ahti- 
saari. who comes from outside 
the political mainstream and 
whose election would mark a 
break from the rather stulti- 
fied ways of the past and an 
attempt to seek a new path 
after the economic and politi- 
cal traumas of the early 1990s. 

Mr Ahtisaari is a diplomat 
whose most striking accom- 
plishments have been as a 
United Nations envoy, notably 
as the head of the operation 
overseeing Namibia’s transi- 
tion to independence. Even as 
the campaign for the January 
16 election warms np at home. 


POLITICS 


UN envoy may be president 


be has stayed away, intending 
to remain in his senior role in 
the UN's peacemaking efforts 
in former Yugoslavia until 
December. 

In other circumstances, that 
would seem an inauspicious 
background for launching Into 
domestic politics. But such is 
the level of disaffection with 
the old guard that Mr Ahti- 
saari has consistently been 
streets ahead in the polls. His 
burly physical presence and 
bluff “folksy" approach - he is 
from the rural north - have 
enhanced his popularity. But 
above all, he is a fresh face. 


“Ahtisaari has one big thing 
working for him,” says Mr 
Jaakko floniemi, head of EVA 
- the Centre for Finnish Busi- 
ness and Policy Studies. “He is 
not a political figure. In (he 
eyes of the nation he has no 
responsibility for the mess we 
are in.” 

Mr Ahtisaari's main policy 
platform is a clear advocacy of 
Finland’s application to join 
the European Community - an 
issue which has spilt the coun- 
try but so for does not seem to 
have damaged his popularity. 
He does represent a political 
party - the main opposition 


Social Democrats. But it was 
the potency of his non-party 
image that prompted the 
Social Democrats to choose 
him over Mr Kalevi Sorsa, the 
former prime minister, in a 
primary election in May. 

Altogether, there are nine 
candidates vying for the presi- 
dency, but only two form a 
real threat to Mr Ahtisaari. 
One, Mr Raimo TlaskWl of the 
conservative National Coali- 
tion party, is a former mayor 
of Hel sinki who defeated Mr 
Pertti Salolainen. his party's 
leader, for the candidacy and 
is also running on an anti-po- 
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people, in words and pictures, voice and 
data, at work and at home. 

We at NoWa manufacture tetecom- 
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phones, colour TV sets and other con- 
sumer electronics products, cables and 
machinery. We connect the world In 
order to brfrig people closer together. 
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Utical ticket Mr Paavo Vfiyry- 
nen, until recently foreign 
minis ter, is the candidate of 
Mr Esko Abo’s Centre party 
and Is an experienced cam- 
paigner. 

These two will put up a 
tough fight, attacking Mr Aht- 
isaari for his lack of experi- 
ence in domestic affairs. But 
Mr Uaskivt, at least, admits 
that the split in the nnti -Ah ti- 
saari vote means the only 
chance to defeat him is to deny 
him a simple majority and 
force a run-off vote to Febru- 
ary. “Ahtisaari will win ou 
January 16. The question is 
whether he wins outright the 
first time." he says. 

The new president will take 
over at a time of flux in Finn- 
ish political life. The presiden- 
tial election itself will be held 
for the first time by popular 



Martti Ahtisaari: a break with ths 


vote, rather than by electoral 
college, a reform which helped 
both Mr Ahtisaari and Mr Das- 
krvi achieve their primary vic- 
tories against opponents of 
their respective party estab- 
lishments. 


The direct election of the 
president seems bonnd to 
increase the political authority 
of the head of state, who 
already enjoys considerable 
constitutional powers, such as 
the power to dissolve parlia- 
ment, appoint monsters, delay 
legislation and preside over 
foreign policy. 

The three main candidates 
have all signalled an Intention 
to be more active than the 
Social Democratic incumbent. 
President Manno Koivisto, 
whose reticence has attracted 
criticism, particularly during 
the days of deepest economic 
crisis in late 1992. 

However, Mr Aho’s centre- 
right government wants to 
push legislation through par- 
liament to curb some of the 
powers of the presidency as a 
balancing measure to the 
introduction of direct election. 
Mr Ahtisaari has not objected 
to such a move in principle, so 
long as the president's role in 
foreign policy is not dimin- 
ished. 

While the constitutional bal- 
ance between the presidency 


and parliament is changing, 
there are also shifts going on 
within the parliamentary 
sphere. The Social Democrats, 
under Mr Ulf Sundqvist, have 
largely gone along with the 
tough fiscal policies of Mr 
Aho's coalition, recognising 
that public spending has to be 
controlled to get a grip on the 
budget deficit and foreign 
debt 

At a deeper level parliamen- 
tary parties must also come to 
terms with shifting attitudes 
among voters. According to an 
EVA survey, the response to 
the collapse of old certainties 
has been to turn away from 
left-right issues and to focus 
instead on “traditional" val- 
ues, with the emphasis on the 
family, social justice and envi- 
ronmental issues. “This means 
that there is a desire to bring 
sheer party politics down from 
Its pedestal - to make it a ser- 
vant of the electorate, rather 
than the master it has always 
aspired to be,” EVA com- 
mented on the survey. 

Hugh Carnegy 




Half a million are without work, reports Christopher Brown-Humes 

Cold comfort for the jobless 


SITTING IN his fifth floor 
office high above Helsinki’s 
central Esplanade, Mr Ilkka 
Kanerva. Finland’s youthful 
Minister of Labour, offers no 
quick solutions to the coun- 
try's unemployment crisis, 
which has left one in five 
workers out of a job after three 
years of deep recession. 

Indeed, he expects the under- 
lying trend to carry on rising 
for another year, in spite of the 
country’s recent export suc- 
cess. He believes the rate may 
not start to foil noticeably for 
18 months. 

“If at the end of the current 
parliamentary period in two 
years' time, unemployment is 
down to 15 per cent; it will be a 
good achievement,” he says. 

Finland now has Europe’s 
second highest unemployment 
rate, with 500,000 people out of 
a job, but probably nowhere 
has the total climbed so 
quickly in such a short period. 
Only three years ago, the coun- 
try boasted one of Europe's 
stronger economies and unem- 
ployment was just 4 per cent 

The jobless problem has 
brought remarkably little 
social tension, and so far at 
least, many families have been 
protected from severe hardship 
by the country’s generous wel- 
fare system which guarantees 
good rates of benefit daring the 
first 500 working days that an 
individual is out of work. 

Worldwide recession, the 
sharp slump in tho domestic 
market and the collapse of 
trade with the former Soviet 
Union have all contributed to 
the sharp acceleration hi the 
unemployment rate. The worst 
hit sector, as elsewhere in the 
Nordic region, has been con- 
struction, although there b«c 
been widespread rationalisa- 
tion throughout the manufac- 
turing industry. The good news 
is that unemployment has 
probably reached its peak in 
the metal and engineering sec- 
tors, but a for higher level of 


redundancies in the public sec- 
tor can be expected over the 
next 12 months. 

Unemployment is undoubt- 
edly Finland's main a w>nnmii» 
problem, alongside its budget 
deficit and rising foreign debt. 
And therein lies the main con- 
straint: the government simply 
does not have the financial 
resources to stimulate the 
economy through major infra- 
structure and investment pro- 
grammes and it is worried that 
any sign of fiscal relaxation 
could further weaken the 
markka and darpagn its infla- 
tion and interest rate goals. 
Instead, it is hoping that unem- 
ployment will gradually start 
to come down as part of a 
broader export-led economic 
recovery, assisted by the fan in 
interest rates which are at 
their lowest level for more 
than a decade. 

The budgetary constraints 
mean that the type of FMlObn 
sti mul a t ion package bring pro- 
posed by the opposition Social 
Democrats has little chance of 
becoming reality. Big infra- 
structure projects are out for 
the same reason. 

That is not to say that noth- 
ing Is being done. However, the 
effort is reactive more than 
proactive and is centred on 
training and education pro- 
grammes. Mr Kanerva says 
that around 250.000 people a 
year can be offered same form 
of training; but he accepts that. 
this will have little Impact on 
long-term unemployment, 
which is set to reach 200,000 
people by the end of next year. 

The broader government 
effort has been to overhaul the 
labour market and introduce 
greater flexibility into the 
wage bargaining process. The 
need for such flexibility is a 
theme which has been repeat- 
edly emphasised by the OECD 
and it was taken up again by 
the organisation in its latest 
report on Finland, published 
last month. “The present cen- 


tralised bargaining framework 
- within which the govern- 
ment has, in the past, tended 
to facilitate wage negotiations 
by offering expensive fiscal 
concessions - now appears 
incompatible with the general 
thrust of government policy 
based on budget consolida- 
tion," the OECD stated. 

But government efforts to 
overhaul labour market struc- 
tures have yet to show much 
success. In the spring, it 
encountered fierce union oppo- 
sition, including the threat of a 
general strike, when it tried to 
Introduce a package of 
reforms, including a scheme 
allowing employers to take on 
jobless youths for 30 per cent 
less than the minimum wage. 
The measure was eventually 
imp l emen ted, after agreement 
with the unions, but in a way 
which has meant it has had 
little practical impact 

Mr Kanerva concedes that 
the government’s approach 
might have been heavy- 
handed. but he insists that the 
fight for reform will continue. 
“The tactic now will be step by 
step, rather than grand slam,” 
ha states. 

One scheme he wishes to 
Implement would compel 


employees to operate a more . 
flexible working schedule, ir SJtei 
although It would not increase 
the total number of hours they 
worked annually. 

SAK, the blue collar union, 
says It is prepared to compro- 
mise, but only as part of a 
broader package which tackles 
unemployment. It believes the 
government could afford to 
ex p an d public spending in the 
short term if agreement on 
medium-term cuts in public 
apeuding could be reached as 
part of a social pact It has 
already identified a number of 
infrastructure investments 
which tt says could be funded 
in this way. 

The union says it is ready to 
discuss wage rises in the con- 
text of job security, investment 
amd training, implicitly Banking 
the question of wage rest raint 
to job creation. 

The main frustration for the 
dm«m Is apparent government 
unwillingness to open a dia- 
logue. Mr Kanerva admits Ny* 

316 strained, but says 
.“ because the unions have 
“'dditianafly been aligned with 
the o pposition Social Demo- 
oats, rather than with the cen- 
tre-ngnt parties which are cur- 
raafly in power. 
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^d^ K ? A V l °’ , 31 39 one of Europe’s youngest 
has had to steer fin| and through a 9 

SmS A^f S?i0 * Since becomin 9 Prime minister 
in 1991 . Active in the rurally-based Centre nartv 

entered P^^errtin1983 

ana became party leader in 1990. He has been 

h®? 9 tough enou 9 h and his future 
^evitably rests on the fortunes of the economy He 
discusses its prospects with Hugh CamegT* 
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WHAT light do you see in the 
“““el now for the economy? 
•w We have made major struc- 
7 «val changes. Throughout the 
1380s our exports and indus- 
trial output went down, rela- 
tive to gross domestic product 
Finland was only able to pre- 
serve its high standard of hv- 
fog by borrowing money from 
abroad. When my government 
took over we had to do some- 
thing about this structural 
problem. Since then, the share 
of exports relative to GDP - it 
was dose to a) per cent in 1991 
~ has risen to about 33 per cent 
this year and next year it could 
be as high as 38 per cent 

Also, as Car as industrial pro- 
duction is concerned, we have 
r had major changes. That is the 
reason why I think we have a 
good chance to return to 
growth again. Our net foreign 
debt stands at the equivalent 
of more than 50 per cent of 
GDP, but because of that 
export growth it is going to 
start to go downwards and 
next year we expect the bal- 
ance of payments is going to be 
in surplus. These are precondi- 
tions for solving our other 
problems. 

These changes have made 
possible the recent Call in inter- 
est rates, which are now low 
gftough for new investments, 
•rfiis creates possibilities for 
.solving domestic problems and 
Abetting some effect also on 
"high unemployment, which is 
our major political problem. 

How soon do yon anticipate 
that there wlU be this pick-up 


5 C-A..!.-- 

what more can yon do to 


encourage it? 

j— - 

We have a special interest to 

• > . 

stimulate the domestic econ- 


omy. But the problem is that 

i ;r 

there are very tight limits for 

1'i'. "■ r. r '.1 -■ '. 1 •• . - 

stimulation. We cannot use 


higher public Indebtedness 


because it will lead to an even 


worse situation. That is why 

v»-r ;. . ...i: ~ 
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the main way to stimulate the 
economy is to push interest 
fates downwards and to keep 
them down. X believe that we 
have the possibility to succeed 
in that It depends on domestic 
decisions - on budget policy, 
fiscal policy and labour market 
agreements. Another factor 
having an impact on that is the 
European trend and we expect 
that in the longer term Euro- 
pean interest rates are going 
down. 

Is there not more you could 
do, for example some lowering 
of Finland's very high tax 
regime? 

As far as taxes are con- 
cerned, the problem is that the 
deficit in governmental expen- 
ditures is very high and we 
cannot cope with a higher defi- 
cit If we are able to get (wage 
agreements) which are reason- 
able in this situation, it would 
create some possibility to use 
taxation to stimulate demand, 
but this margin is not very 
large. We have also some 
opportunities to concentrate 
resources in our budget on 
new investments. 

When do you expect unem- 
ployment, now around 20 per 
cent, to peak? 

It is very diffic ult to mak e 
forecasts because we have not 
seen this kind of situation 
before. Simultaneously we 
have structural problems, with 
branches like the banking and 
public sectors having to lay 
people off, and this depression. 
But I have the feeling that 
later this year or at least next 
year, unemployment will be 
lower. 

One of (he problems you have 
run into has been resistance to 
labour market reforms, such 
as lowering wiiTriwmra wage 
levels for young employees. 
How difficult Is this issue? 
f have to say that in Finland 
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labour market organisations 
are very well developed with 
the kind of agreements which 
make our labour market very 
rigid. Our intention has been 
to lower the threshold for the 
employment of new people, but 
we have noticed that labour 
market organisations, espe- 
cially the labour unions, have 
been very much against these 
irfnH of chang e* because they 
fear they will give companies 
too much power against 

unions . I think that is a big 
mistake because the only way 
to have a positive effect on 
unemployment is to make 
these structures more flexible. 

We made some agreements 
last May which made it possi- 
ble to have some more flexibil- 
ity in employing young people, 
but they were not major struc- 
tural changes. We have not 
succeeded in that 
Would you also like to go fur- 
ther in reducing Finland’s 
extensive and expensive wel- 
fare system? 

We have undertaken several 
big savings programmes to 
reach the goal of zero real 
growth in public expenditure 
from 1991 to 1995. At the pres- 
ent time we are achieving this 
target The problem is that we 


have some extra costs, espe- 
cially in the banking sector. 
We have not been able to cover 
these costs by savings because, 
if we had tried that the down- 
ward curve in the economy 
would have intensified. But the 
cuts we have made have been 
very painful, politically. 

People often remark that 
Finns have been very tolerant 
of the recession. There has not 
been any significant social 
unrest, despite 20 per cent 
unemployment. Do you sense 
that tM« public understanding 
of the crisis persists? 

I have to say that despite 
many difficulties in realising 
our programmes - from the 
political opposition and labour 
market organisations - today 
the public discussion is much 
more reasonable than it has 
been. The atmosphere in the 
country is calm - 1 think most 
people understand what the 
situation requires better than 
was the case in 199L 

In 1991 Finland and our pop- 
ulation did not know where we 
wpre and where we were trying 
to go. Today I feel that the 
main goals of economic policy 
have been accepted more gen- 
erally than before. 


“IF WE are not in Europe, we 
are in Russia” is bow one Hel- 
sinki taxi driver Justifies his 
support for Furnish member 
ship of the European Commu- 
nity. 

The view may be a little 
extreme, but it helps to 
explain why Finns have 
proved to be more enthusiastic 
about joining the EC than 
either of their Nordic neigh- 
bours, Norway and Sweden. 

Western Europe is seen as 
an anchor for Finland at a 
time when the certainties of 
the cold war have been lost 
and traditional concepts of 
neutrality no longer carry 
their former weight The feel- 
ing has been heightened by 
the upheaval which continues 
to afflict the country’s giant 
eastern neighbour, Russia. 

In other words, security 
questions as well as economic 
issues are weighing on the 
minds of the Finns when they 
consider the EC. By contrast 
with Sweden and Norway, 
opinion polls have consistently 
shown a majority of the popu- 
lation to be in favour of EC 
membership, although some- 
times the margin has been 
very narrow. An August poll, 
conducted by the Taloustntki- 
mus organisation, indicated 49 
per cent were pro-EC. com- 
pared with 35 per cent against. 

Negotiations on membership 
began in February, but the 
toughest phase of the talks 
will come this autumn when 
the most difficult questions 
are discussed. It is already 
dear that agricultural and 
regional matters will be the 
biggest stumbling blocks, 
although there is also concern 
about moves within the EC to 
limit the influence of smaller 
EC member states in decision- 
making. 

It may seem surprising that 
agriculture has become so sen- 
sitive an issue, as farming 
employs only 8 per cent of the 
Finnish population and con- 
tributes only 4-5 per cent to 
GDP. 

But farming's importance is 
psychological as well as eco- 
nomic in a land where the 
countryside is regarded as an 
essential part of the national 
identity and cultural heritage. 
As recently as I960, 36 per 
cent of the workforce was 
employed on farms. 

The issue also has particular 
importance for Finland's Cen- 
tre party, the dominant coali- 
tion partner, as it traditionally 
draws its support from rural 
areas. Opinion polls have 
shown that Finnish farmers 
are more implacably opposed 
to EC membership than any 



Hoikld Haavisto: from farming to the foreign ministry 


■ FOREIGN POLICY 

The European 
anchor may 
give security 


other section of society. The 
Centre Itself is split, with its 
leaders in favour of the EC 
and the rank and file against 
it 

The need to win over the 
party membership may 
explain why Mr Heikki Haav- 
isto, president of the influen- 
tial Central Union of Agricul- 


ognition of the special geo- 
graphical and climatic condi- 
tions facing its farmers in 
such a northerly location. 
“Our natural circumstances 
are very different to those of 
any country already in the 
EC,” states Mr Haavisto. 

In particular, he draws 
attention to Finland's short 


If Finland can get an agreement on agriculture, it 
looks very much as if all other aspects of its 
membership application will fall into place 


tural Producers and a 
renowned EC sceptic, was 
appointed as foreign minister 
in May when Mr Paavo Vflyry- 
nen stepped down from the 
position to promote his candi- 
dacy for the presidency. If 
nothing else, the appointment 
sent a clear signal to Brussels 
about the importance Finland 
attaches to the agricultural 
issue. 

In essence, F inlan d wants 
hefty EC subsidies - worth 
about FM3.5bn a year - in rec- 


gr owing season - even in 
southern Finland it is only 170 
days compared with 230 in 
northern Germany - as well as 
to the small average size of the 
country’s farms and the dis- 
tances to market, which are 
often huge. 

But be also makes it clear 
that agriculture has related 
regional and security aspects. 
The fear is that if farmers are 
put out of business, whole 
areas of the country will 
become depopulated, a particu- 


larly sensitive topic in the con- 
text of Finland’s 1,300km long 
border with Russia. 

If Finland can get an agree- 
ment on agriculture, it looks 
very much as if all other 
aspects of its membership 
application will fall into place. 

The country has accepted the 
Maastricht treaty, and it has 
not made an issue out of neu- 
trality. For the moment, it 
wants to remain militarily 
non-aligned, with an indepen- 
dent defence, bat it has not 
ruled any options, including 
membership of the Western 
European Union, in the future. 

The country is also display- 
ing a more relaxed attitude 
than either Norway or Sweden 
on some other controversial 
questions, such as alcohol pol- 
icy. 

Mr Haavisto's appointment 
as foreign minister was cer- 
tainly not universally wel- 
comed, as be was thought to 
be too closely tied to the farm- 
ing lobby. However, his critics 
say that on the evidence of his 
first five months in office he 
genuinely wants to achieve a 
negotiating result which will 
enable Finland to join. 

It is hard to predict what 
will happen if Mr Haavisto 
eventually decides he cannot 
recommend the membership 
package which Finland is 
offered. The likely answer is 
that it will provoke a govern- 
ment crisis, forcing the Centre 
party out of the coalition. 

In any case, it is difficult to 
see agriculture being the deci- 
sive issue. Dr Max Jacobson, a 
former diplomat, says it is 
‘inconceivable’* that Finland 
will reject membership just 
because the fanners oppose it. 
“A majority will still be in 
favour of joining,” he claims. 
A bigger danger could be 
developments in the Commu- 
nity itself if these create a neg- 
ative impression in the minds 
of the F innis h electorate. 

The timetable is certainly 
tight If Finland is to join the 
Community on schedule on 
January 1 1995, negotiations 
must be completed by next 
April. A non-binding referen- 
dum will then be held around 
next September. 

That is likely to make Fin- 
land the first of the three Nor- 
dic states to vote on the issue, 
so a Tes vote will be important 
not simply for Finland bnt for 
pro-EC campaigners in both 
Sweden and Norway, who 
believe it will provide a wider 
momentum for their own EC 
membership ambitions. 

Christopher Brown-Humes 
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Forestry is part of Finnish heritage 
and the Finnish forest industry can 
truly be trusted as the guardians of 
one of the planet's most valuable 
natural resources. 


the issues that surround the forest industry into 


The Finnish Forest Industries Federation hopes 

the limelight for discussion. 

0 f its efforts,, the association will host a national seminar in London on 1st December 1993. 
AS ther information on this and the Finnish Forest Industries Federation, please contact our 
[information Office at 54 Poland Street. London W1V 3DF. 
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Finland's leading truck manufacturer and 
Europe’s leading terminal/port tractor manufacturer 
has purchased 

through its wholly owned subsidiaiy. 

Sisu America, Inc., * 
the terminal/port tractor and refuse truck 
business of 



a Kansas company that is the world's leading 
manufacturer of terminal/port tractors. 


The undersigned assisted in negotiations 
and acted as financial adi isor to 
SISU in this transaction. 

Fredericks Michael 

&Co. IncnrpurjUd 
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Southern Prestnessed, Inc. 
A Division of LOHJA, Inc 

a leading manufacturer of 
precast prestressed concrete 
components 

has sold its Pompano Beach, Florida 
operations to 



Pre-Cast Specialties, Inc 


The undersigned octal as 
financial advisor to 
LOHJA, Inc 


Fredericks Michael 

CO. Incorporated 

Tun WfcJl Street 
New York City 


May, 1993 
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Pulp, paper 
industry 
turns corner 


AFTER TWO years of heavy 
losses, Finnish pulp and paper 
companies have turned the cor- 
ner. Some groups will remain 
in the red in 1993, but enough 
of *hpm wiD be profitable to 
give the industry as a whole a 
break-even result This repre- 
sents a considerable improve- 
ment on last year's combined 
loss of FM4J2bn, and 1991’s 
FM5J2bn deficit. 

Whatever help the industry 
has had, it has not come Cram 
the market. Hopes that prices 
would turn decisively this year 
have been badly disappointed, 
and expectations for next year 
are already being toned down, 
particularly as far as the key 
west European market is con- 
cerned. 

Instead, the Finns have had 
to rely on their own efforts and 
a hefty 30 per cent devaluation 
of the markka to ride out the 
storm. All the major compa- 
nies have rationalised heavily, 
cutting staff numbers by up to 
30 per cent and they have con- 
ceded little in the way of wage 
rises in the last two years. 
Added to this has been a 32 per 
cent fall in wood prices since 
1991, which has lowered the 
raw material costs of the pulp 
mills significantly. 

The depreciation of the 
markka has also helped, but it 
has not proved as big a benefit 
as originally hoped. Buyers 
have also wanted their cut 
from devaluation's benefits, 
forcing prices down still fur- 
ther. For some products, such 
as sawn goods and fine papers, 
markka prices today are virtu- 
ally the same as they were a 
year ago. 

The collapse in the market 
particularly for pulp and fine 
papers, is the principal reason 
why the Finnish forestry 
industry will manage only to 
break even rather than make a 
profit this year. 

The other factor is the high 
debt load which the major 
Finnish groups continue to 
carry following their hefty 
investment programmes in the 
late 1980s and early 1990s. 
Combined debts at FMTObn are 
as big as turnover, and since 
more than 60 per cent of them 
are denominated in foreign 
currencies, they have risen 
sharply because of the weaker 


markka. In 1991 and 1992 
around half of the industry's 
losses were attributable to cur- 
rency losses. 

On the short-term perspec- 
tive, Finnish groups clearly 
over-invested on the back of 
the boom market conditions of 
the late 1980s, even though 
they now have the world's 
most modem and efficient pulp 
and paper machinery to show 
for it 

The emphasis was different 
in Sweden where the big for- 
estry groups concentrated 
their expansion more on com- 
pany plant acquisitions in 
Europe. Some argue that the 
Swedish tactic was better, 
because it facilitated the 
removal of extra capacity in 
the market downturn, though 
it has also left the Swedes with 
greater production capacity in 
hard currency countries. 

The debt burden has farced 
the F innis h forestry industry 
to consolidate. Total invest- 
ment will fall to an annual 
FM4.5bn this year and next, 
compared with FMSbn a year 
in 1989 and 1990. There are cur- 
rently only two major projects 
on the blocks: a DMSQOm 
scheme to build a newsprint 
plant, based on recycled paper, 
in eastern Germany and a 
FM3bn plan to construct a new 
pulp mill at Ra uma in western 
Finland. Other projects may 
only see the light of day as 
part of a risk-sharing collabo- 
ration between different 
groups. 

The depreciation of the 
markka has not proved 
such a big benefit 

Balance sheet constraints 
are also likely to limit takeover 
activity, unless industrial logic 
- or distress - can be cited to 
justify It For one thing, there 
has already been a consider- 
able shake-out in the Finnish 
forestry sector, and for 
another, the 1980s argument 
that it made sense to buy in 
Europe cannot be sustained 
today when Finland has 
become a low cost producer 
again. 

“Priority number one over 
the next two years will be 
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repaying debts." says Mr Jarl 
Kohler, managing director of 
the Finnish Forest Industries 
Federation- Enhanced cash- 
flow. disposals and share offers 
will all feature in the drive for 
a stronger balance sheet 

Mr Kohler acknowledges 
that 195*4 win be another tough 
year for the Finnish forest 
companies, but he nevertheless 
expects an overall profit for 
the industry, thanks to the 
trends which have begun to 
emerge. 

Firstly, the industry has 
been able to raise its capacity 
utilisation from S3 per cent in 
1992 to 87 per cent this year. 
For sawn wood the jump has 
been from SI to 92 per cent, 
and for newsprint from S2 to 91 
per cent. But some sectors are 
still very depressed - utilisa- 
tion for uncoated (SC) paper 
has fallen to 77 per cent this 
year from S3 per cent while 
pulp utilisation rates have 
climbed only to 85 per cent 
from 83 per cent 

Secondly, in spite of the 
recession, worldwide paper 
consumption is continuing to 
grow, albeit at a modest 


1-2 per cent a year. 

Thirdly, exports have been 
growing strongly: they are pre- 
dicted to rise by 10 per cent in 
volume terms and 14 per cent 
in value terms during 1993. 
The gains have come despite 
the fact that western Europe, 
which last year accounted for 
SO per cent of Finnish forest 
industry exports, has been in 

Should Finland try to 
reduce its dependence 
on the industry? 

recession. Increased sales to 
North America, Asia, the far- 
mer eastern bloc and Latin 
America account for all but a 
tenth of the increased export 
volume. 

If the short-term outlook is 
relatively positive, questions 
remain about how well placed 
Finnish forest companies are 
to meet long-term competitive 
challenges. The threats come 
not just from trends like 
recycling and greater comput- 
erisation, but from expanded 
production in current export 


j; 


markets - such as Indonesia - 
and from the ability of rivals 
with stronger balance sheets to 
exploit market opportunities. 

The Finns do not appear to 
be unduly alarmed by their 
position. They point out that 
with their emphasis on higher 
value-added products and their 
modern machinery, they are as 
well placed as any of thaf* 
competitors to take advantap. 
of an upturn in market condi- , 
tions. 

The broader question is 
whether Finland should be try- 
ing to reduce its dependence 
on an industry which accounts 
for as much as 50 per cent of 
its net exports and which is 
highly capital intensive. The 
answer is almost certainly ves. 

Mr Henrik Ehmrooth, chief 
executive of Jaakko Poyry, the 
international consultancy 
group, says the country is “def- 
initely" over-dependent on for- 
estry. “But it’s hard to 
change," he notes, "when for- 
estry tends to attract the coun- 
try's best brains." 

Christopher Brown-Humes 


How the forestry machinery companies have been coping 

Orders shift towards Asian market 






THE COLLAPSE in pulp and 
paper prices is being felt 
beyond the Finnish forestry 
groups which it directly 
affects: the supporting indus- 
try, from forest machinery 
groups to power plant compa- 
nies to chemicals suppliers, 
h as also suffered from the 
downturn. 

Finland's forest machinery 
companies have seen orders 
fall sharply from the levels of 
three or four years ago, 
because pulp and paper com- 
panies worldwide have slashed 
investment In the face of huge 


"There Is overcapacity. We 
as machine suppliers have 
been too successful" 


losses and overcapacity in 
many market sectors. The 
position may not change much 
in the next year or two, with 
few expectations of a signifi- 
cant improvement before 1996. 

There Is also something of a 
hangover effect Huge invest- 
ments in the late 1980s and 
early 1990s were based on the 
assumption that palp and 
paper demand would go on ris- 
ing. That simply did not hap- 
pen. However, it has meant 
that the companies which 
invested heavily then, includ- 
ing the big Finnish groups, 
now boast modern equipment 
which they will not need to 
replace for many years. 

“There is overcapacity. We 
as machine suppliers have 
been too successful," says Mr 
Krister Ahlstrflm, president of 
tiie Ahlstrflm group, a leading 
supplier of pulping equipment 

Factors which have helped 
Finland's machinery manufac- 
turers survive the crisis have 
been strong market positions, 
technical innovation, rational- 
isation and the development of 
new markets and services. 
Such moves have enabled Val- 
mot, one of the world's three 
largest producers of paper 
m ach in e r y with a 30 per cent 


mainstay of companies' order 
books, towards markets in 
other parts of the world. Sig- 
nificantly. Asia now makes up 
the largest segment in the 
orders of Kone Wood, which 
supplies wood handling equip- 
ment to pulp mills, after the 
company’s success in winning 
two orders In Indonesia and 
one in Iran. At Valmet, Asia 
accounted for 9.2 per cent of 
sales last year, but 18.6 per 
cent of orders. 

Valmet is also giving greater 
emphasis to rebuilding and 
servicing existing machinery 
to compensate lor reduced 
orders for new equipment Mr 
Matti Sandberg, its chief exec- 
utive, says: "Rebuilds are 
becoming more important, 
particularly for smaller com- 
panies which cannot afford to 
boy new machinery." 

Niche positions have also 
helped. Kemira, the state- 
owned chemicals group, has 
been able to increase sides of 
hydrogen peroxide, a chemical 
used in pulp bleaching, tfmniw 
to greater environmental con- 
cern among forestry groups. 
The company estimates hydro- 
gen peroxide sales will grow 
10 per cent in Europe and 35 
per cent in the Nordic region 
during 199a. 

. Ahlstrdm h ga also benefited 
from the environmental trend, 
which has poshed up sales of 
chlorine-free pulp bleaching 
technology. "Most new orders 


current financial squeeze. 

However, it is still far from 
clear when the upturn will 
come. Mr Ahlstrdm says pulp 
prices need to rise "at least 
SI 00 a tonne before customers 
start loosening their purse 
strings" (the current level is 
$400 a ton ne) and orders for 


pulping equipment are back to 
more normal levels. 

Mr Sandberg is also cautious 
but he notes that worldwide 
demand for paper has contin- 
ued to rise in spite of the 
recession. “Within two years 
there is likely to be a rela- 
tively good balance in most 


paper grades. Companies will 
have to start talking to 
machine suppliers quite soon 
if they want to be well ahead 
in the second half of the 
1990s," he states. ■ 


Christopher Brown-Hum es 


The upturn will come 
"when pulp prices rise at 
least $100 a tonne” 


market share, to keep its 
paper machinery operations 
profitable in 1991 and 1998, 
while the group as a whole has 
Buffered heavy losses. 

A noticeable trend has been 
Uu enforced shut away from 
the European market, which 
has traditionally been the 


are environmentally driven. 
Modernisations and upgrades 
to solve environmental prob- 
lems or eliminate production 
bottlenecks have become the 
guiding factors for invest- 
ments," it noted In Ite 1992 
annual report 
For many of Finland's 
machinery groups, it Is a ques- 
tion of sitting out the down- 
turn until market conditions 
Improve in the second half of 
the decade, when they are hop- 
ing there will be a significant 
Increase In orders for new 
machinery ami rebuilds. That 
is why they are so reluctant to 
reduce spending on research 
and development, despite the 
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IT IS as much out of 
self-interest as concern for the 
country’s natural habitat that 
Finland’s forestry industry has 
got serious over environmental 
issues. 

As the world’s second big- 
gest exporters of forestry 
goods, the country’s pulp and 
paper producers have had to 
respond to customer pressures 

to- dean up their act or risk 

losing key markets. The green 
•• lobby, particularly in central 
Europe, has been vociferous in 
c alling for tighter environmen- 
tal standards, and the success 
of their campaign is openly 
acknowledged by Finland’s 
senior forestry executives. 

“If we rape our forests, pol- 
lute our rivers, and dirty our 
land, customers will say they 
don’t want anything to do with, 
us,” says Mr Jarl Kfihler, man- 
aging director of the Finnish 
Forest Industries Federation. A 
boycott could have a devastat- 
ing effect on an industry that 
is already under pressure from 
adverse market conditions and 
the trend towards recycling. 

The Finnish forest industry 
feels it has been unfairly 
forced onto the defensive on 
environmental questions 
because it is sometimes 
tarnished with the same brush 
as countries in tropical cli- 
mates, which have gained a 
reputation for reckless destruc- 
tion of their woodlands. It 
believes its record on tree-cut- 
ting, recycling, and emi-winm 
compares favourably with 
those of its main competitors, 
Sweden, the US and Canada. 

Finland has more wood 
today than ever before, thanks 
to a policy of “sustainability”. 
Planting three or four new 
I seedlings for every tree har- 
i vested means the country is 
growing 80m cubic metres of 
forestry a year, but only con- 
suming 50m cum of them. 

At the mww time there have 
been significant changes to 
methods of cultivation and har- 
vesting, designed to increase 
bio-diversity and minimise 
damage to the landscape. 
Large areas of forest are now 
less likely to be cleared at one 
go; instead, they will be gradu- 
ally thinned. Harvesting tech- 
niques have also changed, with 
an emphasis on lighter 
machinery. 

"Two-thirds of our forests 
are in the hands of private 



•lari KflMer. Ms federation has a 
poflcy of “austalnabfltty" 

owners. It doesn’t mak e sense 
for them to harm their liveli- 
hood,” says Mr Perth Laine, 
director of the the federation’s 
industrial and environmental 
unit 

It is sometimes suggested 
that the recycling movement 
poses a serious threat to the 
future of the Finnish forest 
industry. The threat is over- 
stated, firstly because recycled 
fibre can only be used for cer- 
tain types of paper grade, such 
as newsprint, packaging and 
tissues, and secondly because 
there is a limit to the number 
of times paper can be recycled. 
With paper consumption con- 
tinuing to grow, despite world- 
wide recession, recycling has 
not has yet had a si gnificant 
impact on the production of 
virgin, fibre. 

The Finns see recycling in 
the wider context of the recycl- 
ing of carbon. Because trees 
absorb carbon dioxide, and 
therefore slow the greenhouse 
effect, wood is regarded as a 
perfectly natural recyclable 
raw material, providing new 
growth is systematically 
assured. That Is why the Finns 
get hot under the collar about 
developments in some Euro- 
pean countries, which legally 
require a certain percentage of 
magazine paper and newsprint 
to he produced from recycled 
sources. 


This could force Finland to 
import recycled paper, as its 
own paper consumption is too 
small for it to be able to base 
its production on domestically 
recycled material. Alterna- 
tively, and perhaps more 
likely, Finnish companies will 
continue to set up recycling 
plants close to big population 
centres in Europe. It is signifi- 
cant that the biggest Finnish 
forestry Investment project 
announced this year is Enso- 
Gutzeit’s scheme to build a 
DM800 m ; newsprint plant, 
based on recycled paper, in the 
eastern German state of Sax- 
ony. 

Despite the market situation 
and the heavy fosses they have 
experienced over the past two 
years, Finnish forestry groups 
have co ntinu ed to signifi- 
cant investments in environ- 
mental projects. Last year, 
environment-related invest- 
ments totalled FM74Qm, or 12 
per cent of total forest industry 
investments, compared with 
FMSlSm in 1991 and FM775m 
in 1990. Some 65 per cent of the 
money was spent on measures 
to combat water pollution, 33 
per cent on air pollution con- 
trol, and 2 per cent on solid 
waste management 
Added to the Investments 
they have already made over 
the last 10 years, the Finns can 
now point to a dramatic lower- 
ing of emissions of the major 
fthfiminal pollutants. Emissions 
of sulphur dioxide last year 
were 18,900 tonnes, down 80 
per cent since 1980, while emis- 
sions of organic chlorine com- 
pounds were down 60 per cent 
on their 1989 level at 4,900 
tonnes. 

At the same ttmn, consump- 
tion of chemicals like chlorine 
has fallow sharply, thanks to 
the introduction of new 
bleaching processes. This 
development has come largely 
In response to consumer pres- 
sure for “totally chlorine-free” 
pulp and paper. 

The process of environmen- 
tal improvement still has fur- 
ther to go. The next stage will 
come with the new generation 
of pulp mins, which will have 
almost totally enclosed water 
systems and minima! effluent 
when they start production in 
the second half of the decade. 

Christopher Brown-Hum es 



Outokumpu, the mining and motats group, has aeon a sharp recovery this year, parity because of the depreciation In the markka 


Christopher Brown-Humes on prospects for the country's leading forestry companies 

Big four forge path to profits 


FINLAND'S four big listed forestry 
groups have forged a path back to prof- 
itability despite high debt loads and the 
ravages of a severely depressed market 
The tumround in their fortunes has 
driven Finnish forestry share prices 
sharply higher over the past 12 months. 
United Paper Mills (part of Repola), 
Enso-Gutzeit and Metsfi-Seria expect to 
make a profit in 1993, after bouncing 
back into the black at the four-month 
stage. Kymmene will make a loss 
although it will be far tower than the 
FMl.86bn deficit sustained last year. 

Relative positions are outlined in 
more detail below; 

■ Market position: With so many tec- 
tors in common, the performance of the 
four groups is being differentiated both 
by the extent of their exposure to the 
most depressed segments of the market 
and by the scope of their activities in 
France, Germany and other bard cur- 
rency countries. Kymmene loses out on 
both scores: it is Europe’s leading pro- 
ducer of fine paper, where overcapacity 
is particularly serious, and 50 per cent 
of its paper is produced abroad, mainly 
in bard currency countries. 

UFM has 30 per cent of its production 
abroad, with about half its newsprint 
capacity based in French and UK mills. 
Metsfi-Serla and Enso-Gutzeit are less 
internationally-orientated: Enso has a 
fine paper mill in the Netherlands and a 
board mill in F rance , but these account 
for less than 10 per cent of production. 

More stable market segments have 


afforded some protection. Tissues have 
helped Metsfi-Serla - it has 45 per cent 
of the Nordic market - and it has a 
strong position in corrugated board in 
Finland, Denmark and Greece. UPM has 
benefited from its paper converting, 
speciality papers and board activities 
while Kymmene has been helped by its 
plywood operations. 

■ Results: Nearly all divisions will be 
profitable in 1993. Kymmene, MetsS- 
Serla and Enso-Gutzeit will all see a 
loss from their fine paper divisions. 
Enso and UPM say that their pulp divi- 
sions will also record a deficit 

■ Investments: Enso-Gutzeit has 
invested more actively than its rivals in 
the post 12 months. It bought 100,000 
hectares of forest from Ahlstrflm for 
FM926m; acquired TampeUa Forest and 
Tambox Europe for FM3.6bn (Including 
debt); and said it will build a DMSOQm 
newsprint plant, based on recycled 
paper, in eastern Germany. These 
moves will lift turnover from FMKUbn 
in 1992 to an estimated FM17bn in 1995. 
Net debt will rise to FM13bn. 

A project to build a FM3bn pulp mill 
at Raima in eastern Finland has been 
drawn up by Metsfi-Botaia, a joint ven- 
ture between Metsfi-Serla, UPM, and 
Metsaliitto, but financing has still to be 
finalis ed. Annual production will be 
500,000 tonnes a year, but it is unlikely 
to be in operation before 1996-97. 

■ Debt reduction: The four companies 
are highly geared and all have given 
debt reduction a strategic priority. 


Lower interest rates, positive cash-flow, 
reduced investment programmes, and, 
possibly, new share Issues will all help 
achieve ahn 

Exploiting strong international 
investment interest in Finnish forestry, 
both Metsfi-Serla and Repola have 
launched s uccessf ul share issues 
year. Metsfi-Serla raised FM543m 
($100m) through an offer of 325m new 
shares while Repola raised FM445m by 
offering 8m shares held by subsidiaries. 

Mr Harry Plehl, Kymmene chief exec- 
utive, speaks for many companies when 
he says: “We can keep our investments 
low without sacrificing our future,” 
reflecting the huge modernisation pro- 
grammes winch Finnish forestry groups 
carried out in the late 1980s. 

■ Ownership: The ownership bases of 
the four companies are distinct and rel- 
atively stable. A spree of foreign buying 
in the last 12 months, following the 
devaluation of the markka and the 
removal of foreign ownership restric- 
tions at the start of this year, has 
increased foreign share ownership. 

One big chunk which could find its 
way to the market at some stage is 
Metsd-Serla’s 21 per cent stake in 
Repola, tiie hangover of an abortive bid 
in 1990. It has a current market value of 
around FMSAbn, compared with a book 
value of FM2.1bn. Mr Ttmo Poranen, 
Metsfi-Serla chief executive, says the 
stake is not “essential for our co-opera- 
tion" with UPM (in wood procurement 
and marketing) but says Repola is seen 


as a good investment 

The Finnish government is also 
looking at ways to reduce its stake In 
Enso-Gutzeit which, directly and indi- 
rectly, amounts to 58 per cent of the 
shares and 78 per cent of the votes, 
jaakko P6yry, the international consul- 
fcany group, and Goldman Sachs have 
been retained to advise on how the 
sell-off can be accomplished and over 
what period. The most likely develop- 
ment is a step-by-step reduction of the 
state's holding over the next few years. 
■ Market outlook: High export rates 
make Finnish forestry groups highly 
dependent on developments in coun- 
tries where they sell With the main 
European market expected to remain 
weak again next year, executives are 
cautious about predicting anything 
more than a modest upturn. 

"D emand Is growing slowly for all 
paper grades In central Europe because 
of very slow GNP growth," says Mr 
Juhani Pohjolainen, executive vice-pres- 
ident of Enso-Gutzeit However, the pic- 
ture is brighter in south-east Asia, and 
in the US and Latin America. 

Most executives feel prices for fine 
papers and pulp are unlikely to fall 
further, but they warn that overcapa- 
city will only tell away slowly. 

“Low pulp prices are a disaster," says 
Mr Poranen of Metsfi-Serla. "Weak pulp 
prices are behind weak paper prices. It 
is in everybody's interest that we have 
higher pulp prices." 
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Chemical long success in the Nordic region springs 
from onr historic commimrent to strong and mutually valu- 
able relationships vridtnnr clients. For decades we have 

concentrated on d* global and local financial needs of major 
Nordic companies, including those in Finland. 


Chemical 


During challenging economic times we have helped 
our Nordic corporate clients raise USS3 billion in new 
capital— using our skills as Euromarket securities under- 
writers and our expertise in loan syndications, where 
Chemical ranks number one worldwide. 


In risk management for Nordic clients, Chemical is 
a leading provider of sophisticated foreign exchange and 
interest rate hedging products. 

To serve the broadest range of financial needs for our 
Nordic clients, we can bring into focus the full resources of 


Chemical worldwide. And at a time when other banks have 
retreated from the international arena, we offer a global 
network across 35 countries. 

Ask Chemical to help your company. We’re a financial 
partner with many strengths. 


Expect more from us . 8 


Ctamitti Barrit-Marefiar SFA ChenPcal Securities frc -Mentiai BtPC 
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IN HIS splendidly august 
office, complete with grand 
la n dscape oil paintings and a 
loudly ticking grandfather 
clock, Mr Perttl Voutilainen 
reflects, in measured teems, on 
the prospects for recovery at 
Kansallis-Osake-Pankki. He 
took over last year as its chief 
executive in the midst of an 
unprecedented crisis. 

"In February we promised to 
halve our 1992 losses of 
FM3.7bn this year. We antici- 
pate break-even wfD come at 
the end of 1994 and that 1995 
will he profitable for us," he 
says. “If we look at develop- 
ments so Ear this year, we are a 
little bit ahead of that trend 
But there are risks still await- 
ing us and 1 don't think i can 
promise a significantly better 
development than we esti- 
mated previously." 

Mr Voutilainen's sober 
assessment of the outlook at 
Finland’s leading bank catches 
the mood in the sector as a 
whole a year after the 
immense depth of the losses 
sustained by the country's 
financial institutions became 
clear. In step with the economy 
as a whole, there are signs of 
recovery, thanks largely to the 
steep fall in interest rates this 
year. But the backlog of credit 
losses is so large that a return 
to profit is likely to take 
another two years. 

“Our non-performing loans 
have stabilised now and our 
credit losses are going down," 
says Mr Vesa Valnio, chief 
executive of Unitas, KOP's 
main rival, which ran up a loss 
in 1992 of FM2.7ba. “We see a 
turnaround in our bank, in 
spite of a further big loss this 
year and next year as welL 
Banking operations as such are 
profitable.” 

So great was the disaster 
that overtook Finland's banks 
- like those of Sweden and 
Norway - that the state was 


Hugh Carnegy finds caution as well as optimism at the banks 


The horse has bolted 


Banking groups’ total exposure* 


Total exposures 
FM bn % 


Non -performing assets 
FM bn % 


Write-offs on loans and guarantees 
FM bn % 


Corporate, of which 
Manufacturing 
Construction 
Trade, restaurants, hotels 
Real estate business 
Other 
i Household 
Other domestic 1 
Foreign 


AH sectors | 595 | 100 | 55 

' bududM flnancl a t kaSUlou, gnnlgonnmM tad lyj+p c o m knadtuttons. 
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forced to step in with guaran- 
tees and infusions of capital to 
keep the system afloat “If we 
had not we would have had no 
banking system left,” says Mr 
Jorma Aranko, head of the 
Bank Supervisory Authority. 
"It would have been a total 
shambles. 1 ' 

The crisis erupted when a 
severe recession, induced in 
large part by the loss of Ro- 
land’s trade with the Soviet 
Union, pricked a grossly 
inflated lending bubble - much 
of it in foreign currency - that 
had followed, liberalisation of 
foreign exchange and other 
financial regulation in the mid- 
1980s. Rising interest rates and 
sliding asset values then 
wreaked havoc on the banks. 

None escaped without resort 
to some government assis- 
tance. The two main players in 
the savings bank sector, Skop- 
bank and the Savings Bank of 
Finland, had to be taken over 
by the state, which set up the 
Government Guarantee Fund 
to administer the crisis. The 


government has budgeted 
some FMSObn in rescue capital 
for the fund, much of which 
has already been spent 

A recent Bank of Finland 
paper showed the banks as a 
whole had non-performing 
assets of FM55bn at the end of 
1992 - nearly 10 per cent of 
their loans and guarantees - 
after write-offs of FM22bn. 
Nearly 60 per cent of these bad 
assets were attributed to corpo- 
rate lending, with the bulk 
spread through real estate, 
trading companies, tourism 
and construction. Just over 21 
per cent of bad loans were to 
the household sector. 

A year later, the picture 
undoubtedly looks rosier. KOP 
cut its losses in the first seven 
months to FM768m. from 
FM2.3bn in the same period of 
1992. Unitas losses in the first 
eight months fell to FMl.01bn 
from FMl.31bn the year before. 
Operating profits before credit 
losses rose fivefold to FM881m. 

Both banks believe they will 
now survive the crisis without 


resort to state aid beyond the 
preference capital each has 
received. The government has 
pledged to guarantee bond 
issues by the b anks . But for 
now at least, the big two have 
successfully turned indepen- 
dently to the markets to recapi- 
talise and ensure they remain 
above the 8 per cent minimum 
international capital adequacy 
ratio. HOP has raised more 
than FM2bn this year in share 
and bond issues and plans to 
raise similarly a further 
FM2bn. Unitas is meanwhile 
raising more than FMl-5bn. 

If the economy stays on 
track for a slow recovery nest 
year and interest rates remain 
at the present low levels, the 
hanks should return to profit- 
ability in 1995. The govern- 
ment is also hoping that the 
recapitalisation process - both 
through state and private 
funds - will avert a “credit 
crunch" that could choke off 
the much-yearned for upturn 
in economic activity. 

But several unresolved 


issues hang over the banking 
sector. Chief among these are 
the savings banks. The govern- 
ment has kept them afloat, but 
at great expense, prompting 
protests of unfair competition 
from rival commercial banks 
and nails for them to be sold 
off or closed down from some 
senior politicians. 

KOP and Unitas are both 
interested in acquiring at least 
some of these banks and have 
had talks to that end with the 
authorities. But that has 
prompted concern about their 
achieving too great a market 
share. The issue overlaps with 
the question of reducing the 
generally acknowledged over- 
capacity in Finnish banking. 
STS, the sixth largest bank, 
was taken over by KOP this 
year. But the authorities 
appear undecided over how to , 
proceed with the savings , 
banks, the obvious candidates j 
in any further restructuring. 

Last, but not least, is the 
question of whether the system 
as a whole has learned the les- 
sons of the past two years. All 
the banka have ti ghtened the 
way they handle credit control. 
Unitas, for example, has a 
board member whose sole task 
is risk control and a team of 15 
credit specialists. The bank 
now takes account of cash flow 
as well as collateral when 
assessing loan requests. 

The state, meanwhile, has 
moved to extend the powers 
and resources of the Bank 
Supervisory Authority. It has 
been brought within the Bank 
of F inland for the first time 
and is acquiring the power to 
monitor all divisions of a bank- 
ing group, not just the core 
bank as previously. 

“It is far too late, in a way, 
as the horse has already 
bolted," says Mr Aranko. “But 
we have got together with the 
Bank of Finland to be ready for 
the next hank crisis.” 


THE foreign businessman on a trip to 
Finland should prepare himself for a 
visit to the sauna. The chances are that 
your host will invite you - all the big 
companies have their own saunas, but 
the venue could equally well be a hotel 
or public sauna. It could even be that 
that vital deal is clinched over a relax- 
ing post-sauna drink. 

The first thing the visitor should 
understand is that natural modesty 
needs to, be cast aside. Hie F innis h 
custom is to take the sauna naked and 
any attempt to conceal business lunch 
flab or other physical attributes will 
only attract strange looks. 

In principle, the routine is simple. 
Yon shower, you sweat In a wooden- 
planked hot-room for a few minutes, 
you cool down with a swim, and then 


Christopher Brown-Humes on saunas 


Apply the birch gently 


you retire to drink, feeling the day’s 
tension palpably ebbing from your sys- 
tem as you do so. The cycle is usually 
repeated at least twice. 

However, the uninitiated should be 
on the alert- For a start, there is the 
question of how long you can stick the 
heat. Watch out for the sadist in your 
group who delights in throwing water 
onto the heated sauna stones to inten- 
sify the humidity. The paranoid will 
conclude he Is doing it deliberately to 


test your resistance level. 

Then you need to know how to han- 
dle the bundle of hirch leaves which 
will almost certainly be thrust into 
your hand as you enter the hot room of 
a country sauna. It is not to be used to 
thrash your fellow bathers (despite the 
temptation to take revenge on the 
sadist) but gently applied to your own 
torso to stimulate circulation of the 
blood and aid perspiration. 

Finally, there is the cold swim rou- 


tine. In the countryside, that almost 
certainly means a plunge into a freez- 
ing lake, rather than a swimming pool. 
Your hosts will graciously tell yon this 
bit is optional, but in practice it is as 
difficult to avoid as an invitation to 
sing in a Japanese karaoke bar. 

Two notions need to be disabused. 
One Is that you will be plied with lib- 
eral quantities of alcohol to assist the 
perspiration process. At public saunas, 
only soft drinks and alcohol-free beers 
are on sale. In a private sauna, it is 
more likely that you will be offered 
something stronger. 

Secondly, you must forget the idea 
that you will be nudging up to a mem- 
ber of the opposite sex In the hot room. 
In all public saunas, men and women , 
are strictly segregated. 


THE RECESSION that has 
jolted Finland over the past 
three vears has. among its 
other effects, exposed the 
extent to which the country is 
now dependent on its export 
industries for a return to 
growth. 

“Increasing merchandise 
exports and the continuation of 
structural changes In export 
production hold the key to the 
preservation of economic 
well-being." concluded a recent 
paper on industrial strategy 
produced by the Ministry of 
Trade and Industry. 

An encouraging start has 
been with exports rising 
at an annual rate of some 13 
per ^nt this year, thanks in 
large measure to the sharp 
decline in the value of the 
Finnish markka. The current 
account deficit has been 
glachari and should ZUOVe to 3 
small surplus next year. 

Finland's traditional main- 
stay - the forestry industry - 
has contributed to the export 
revival, despite the continued 
weak state erf the world market 
for its products. 

The metal and engineering 
industries, which now make up 
the biggest part of manufactur- 
ing output, have also pushed 
up expor t s, with such compa- 
nies as Nokia, the world's sec- 
ond largest mobile telephone 
maker, and Metra, a world 
leader in diesel engines, 
improving profits significantly 
this year. 

But the task is a daunting 
one. “In order for Finland to 
start reducing its foreign 
indebtedness, tire balance of 
trade most for several years 
run a surplus of FM3040bn - 
about 30 per cent relative to 
export revenues. Only Japan 
and Germany have been able 
to sustain such sizeable sur- 
pluses." >".nmmpnteri the minis- 
try in its strategy paper. “In 
terms of export growth, this 
means an average rise in 
exports of 6-8 per cent per 
annum all through the 1990s." 

Achieving such a target will 
require a marked expansion of 
manufacturing output - which 
fell as a proportion of GDP in 
the late 1980s from more than 
25 per cent to less than 15 per 
cent - as well as greater diver- 
sification and greater adapta- 
tion to new technologies. But it 
will also require structural 
changes in areas such as 
labour market rigidities, priva- 
tisation and protection of local 
industries to maintain the com- 
petitive momentum already 
given by the devaluation of the 
markka. 

The government believes it 
has an important role to play 
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in this process, but not 
through active promotion of 
new industries or direct chan- 
nelling of resources to 
favoured sectors. 

“There is a need for an 
industrial policy in Finland, 
but not in the way of the old 
daps," says Mr Matti Vuoria, 
the trade and industry minis- 
try’s top official. "We don't 
want to enter a debate on 
which industrial branches Fin- 
land should be in - the market 
will make those decisions." 

Instead, Mr Vuoria says, the 
intention is to concentrate on 
development of infrastructure 
- particularly transport links 
in a country distant from most 
of its export markets - technol- 
ogy and education and the 
removal of protection which in 
the 1980s sucked too much 
investment into the “sheltered 
sector". Finland, he says, has 
no inherent competitive indus- 
trial advantages and must 
therefore create thpm through, 
for example, the fostering of a 
highly educated workforce. 

Big changes have already 
been made in the area of for- 
eign investment - an area in 
which Finland has historically 
ranked among the weakest of 
western countries. Legislation 
allowing foreign ownership of 
Finnish companies came into 
force this year, prompting a 
wave of foreign sharebuying. 

The dearth of local 
operations by foreign compa- 
nies is still a feature of the 
Finnish economy. But this may 


^isn change. Norway’s Kvaer- 
ner Group now runs the Masa 
shipbuilding yard, which this 
year won the country’s biggest 
ever export order - a contract 
to build four liquid natural gag 
carriers for Abu Dhabi. 

Government action on the 
privatisation of the 20 p® cent 
of industrial output that is in 
state h ands has been slower. 
The state's holding in Tasj- 
pella. a big metals group, has 
been reduced from 90 to 50 per 
cent. Other majority or whofly 
state-owned major companies 
slated for action include Neste, 
the oil and petrochemicals 
group. Kemira, a chemicals 
producer, Outokumpu, the 
mining and metals concern, 
and Valmet, the paper madanf" 
ery nnri engineering company. 
But little has been done 
beyond the commissioning of 
privatisation studies. - 

In the meantime, the mahr 
feature of development among 
private sector companies out- 
side the forestry sector has 
been a trend to shift from 
diversified conglomerates to 
more tightly focused 
operations, with an increasing 
emphasis on overseas activi- 
ties. Within this trend, the 
diversity of activity tends to 
bear out the industry minis- 
try's analysis that there is no 
“natural" sector for Finnish' 
companies to concentrate on. 

Nokia is a prime example. 
Since a spree of acquisitions in 
the 1980s, it has restructured to 
concentrate on mobile and* 
fixed telecommunications* 
systems, an area in which Fin- 
land has no special tradition. | 

Another group which has 
restructured since the 1980s is 
Huhtamaki. which now con- 
centrates on confectionery, 
pharmaceuticals and food 
packaging. It is a collection 
which Mr Timo Peltola, the 
chief executive, cheerfully 
admits offers each other little 
in the way of synergies, but in 
which, he says, Huhtamaki has 
separately built up a store of 
expertise. . 


... 

* ? ;ijV bv 


■» ft r*-’ 

:stsy 


I ■ Vi/v 


Hugh Carnegy 


••• -1 






. • *•»*-* 


BRINGING 
TECHNOLOGY 
TO LIFE. 


Hand in hand with nature. 

All over the world. 
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BOILERS AND 
PROCESS EQUIPMENT 
FOR POWER 
GENERATION AND 
THE PULP AND 
PAPER INDUSTRY 



Repola Corporation is Finland's biggest private-sector indus- 
trial group. Repola operates globally, employing 26,000 peo- 
ple. 


PRINCIPLE OF SUSTAINABLE DEVELOPMENT 


Responsibility tor protection of the environment and 
adopting the principles of sustainable development are 
things we take very seriously at Repola. By employ- 
ing advanced technology in our 
production processes, we are able to use both 
a energy and raw materials with maximum effi- 
ciency. The same principle is adopted in the 
products and equipment we design. Most 

° f ^ e paper and P ack aging materials we 
|HV produce can be recycled with ease and 

WBm used as raw material for new products 
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KNOW-HOW MEANS QUALITY 
PRODUCTS 


PROCESS AND METAL ENGINEERING EXCELLENCE 


Tampella Corp. 

LaptnOe 1 

P.O.8. 256 FIN-33101 TAMPERE Finland 
Telephone +358-31-2418511 
Telefax +358-31-123219 


We manufacture paper for maga- 
zines and newspapers around the 
world. We also manufacture forest 
machines, industrial valves and 
stone crushing equipment. We are 
world experts in fibre technology. 
We manufacture converted paper 
products and plastic packaging. 
And this is only part of our diversi- 
fied business operations. Our 
scares are quoted on the Helsinki 
and London stock exchange. 




REPOLA 


Repola Corporation 

RO. Box 203, FIN 001 71 Helsinki, Finland 
Tel. +358 0 18 281 

Fax +358 0 182 8444, +358 0 182 8219 
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